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where problems of timely importance in its field are discussed. Printed 
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The AMA Information and Research Department places at the command 
of every member company a trained research staff on management prob- 
lems. In addition, the AMA maintains a modern, up-to-date library of 
management books and business publications. 


AMA Periodicals 


THE MANAGEMENT REVIEW (monthly) contains digests of articles on man- 
agement appearing in over 400 publications, and brief reviews of current 
business books. It enables a busy man to survey all current topics of 
interest to him in less than 30 minutes. PERSONNEL (quarterly) publishes 
articles on employee selection, training, compensation, and the like. 
Business CONDITIONS AND Forecasts (monthly) gives a summarized 
analysis of the statements of six of the foremost business services. 
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APPRENTICESHIP PRINCIPLES FOR PERSONNEL 
MANAGERS 


By WILLIAM F. PATTERSON 


Chief of Apprenticeship, Division of Labor Standards 
United States Depariment of Labor 


As a result of the new emphasis placed on apprentice training by the national 
defense program, this article by the Chief of the Federal Committee on Appren- 
ticeship is presented to review and bring up to date the various principles of 
apprentice training work, and to outline the plans of this Committee. Specific 
technical problems have been subordinated to more general considerations, as it 
is hoped to follow this article with others by representatives of government and 


industry that will discuss technical aspects of current apprentice training in greater 
detail. 


O SEI up a program for training young men to become skilled crafts- 

men is an important function of the personnel manager. Upon the 
quality of the training program depends the quality of the leading craftsmen 
of the future. 

No longer is it possible to draw upon European countries for our supply 
of skilled workmen. And, although the practice of “borrowing” skilled 
workers from other plants is not uncommon, it is looked upon with disfavor 
by the more farsighted employers. Under this system, the total supply of 
skilled labor remains unchanged and is merely shuffled round in a hap- 
hazard manner, to the serious detriment of both employers and employees. 
The only satisfactory way of maintaining a supply of competently skilled 
workmen is to train young workers, not only to replace losses from the 
existing total but also to provide for adaptation to the increasingly stringent 
requirements of an advancing technology. 

Every plant should be training skilled workers for the future, not only 
for its own purposes but also for the continuance of our industrial civiliza- 
tion as a whole. The lessons taught in the emergency periods here during 
times of war or impending war should constitute sufficient evidence to 
support this statement. 

In this connection there is another point of major importance, however. 
No matter how good a training system may appear to be, it can still be 
improved to some extent. The infinite variety of programs in operation 
throughout the United States offers an experimental proving ground for 
apprentice training. Every plant has its own system adapted to its own 
specific needs, and the man in charge of that system rightfully feels that he 
knows more about it than does anyone else. He also knows that the 
experience and ideas of his colleagues in the same field of personnel admin- 
istration would help bring about further improvement. The courageous 
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personnel manager seeks to profit by the experience of others. He is willing 
to experiment and relies upon the accumulated experience of others as a 
source of information. 

What, then, are the broad fundamentals of experience that have been ac- 
cumulated to date, and what is their significance? What resources are 
available for information? And, what special technical problems arising 
out of Federal and state legislation have application to the training of 
apprentices? [See Author’s Note.] 


WHAT IS AN APPRENTICE? 


It is, first of all, necessary to point out that apprenticeship is essentially 
a program of training beginners in the skilled trades, and that by an all- 
round skilled trade is meant one that takes at least two years to learn. It 
does not, properly speaking, apply to specialized one- or two-machine jobs. 

A milling-machine operator as such is not an all-round skilled worker, 
as here interpreted; he is a semi-skilled specialist. On the other hand, a 
milling-machine operator who has already had comprehensive all-round 
experience on all other types of machine-tool is an all-round skilled worker 
who has subsequently specialized in a single type of machine-tool. 

The first operator is limited in degree of flexibility and is lacking in 
comprehensive experience of such things as blueprint reading, setting-up 
and laying-out the job, maintaining and repairing machines, and instruct- 
ing machine operators of various kinds in how to carry out their routine 
activities. ‘The second, on the other hand, can do all of these things. He 
can adapt himself to different types of machines, and while he might not 
at first be quite so productive, he soon becomes proficient. Furthermore, 








Autuor’s Note: The detailed analysis of specific technical problems 
in apprentice training calls for a succession of specialized articles. It is 
hoped, as a result of the present article, to arouse the interest and coopera- 
tion of directors of industrial training and persuade them to pool their 
knowledge in a combined effort, thus making possible a set of significant 
conclusions of practical application and immediate value. 

The preliminary groundwork in the development of these detailed 
studies has already been completed. What is now needed is additional 
information on the basis of which to establish indisputable findings. It is 
suggested, therefore, that anyone interested in the proposed cooperative 
research enterprise or in plant analysis should communicate with the Ap- 
prenticeship Unit through the medium of .PERSONNEL, and thus? insure 
adequate consideration of all points of view and all relevant facts. 

W. F. P. 
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APPRENTICESHIP PRINCIPLES 3 


he is not limited in the scope of his adaptability. It is, then, to this latter 
all-round type of work that the term apprenticeship properly applies. 

It should also be pointed out that an apprentice is not the same as a 
“learner.” The latter term applies in connection with occupations which, 
in the opinion of the industry concerned, take a relatively short time to learn. 

Finally, to clarify our mutual understanding of the term apprentice, 
it should be agreed that apprenticeship is in very essence a deliberate and 
organized system of training on the job. Instruction in subjects related to 
the trade undoubtedly should be included as part of an apprenticeship, but 
it should never be accepted as an adequate substitute for apprenticeship. 
Only a thorough job-experience can provide the maturity of judgment and 
acquaintanceship with the practical requirements of a trade so essential to 
all-round competence. 


PRINCIPLES OF APPRENTICESHIP 


Let us now consider the general principles, which, as an outcome of 
accumulated experience, would seem to be appropriate to a complete ap- 
prenticeship system. ‘These principles represent the experience of many 
persons in many fields of activity, all having considerable knowledge of the 
problem of training skilled workers. 

It is not improbable that there will be disagreement with some of the 
principles here set forth. Principles, of course, do not have the author- 
ity of a natural law. They have general application, but they do not 
inevitably apply to every case. They give room for differences of opinion; 
they still call for experimental test and proof. It should, therefore, be 
understood that in expressing the following principles, no claim is made 
concerning their infallibility. 

Principle I—That the apprenticeship program should be deliberately 
conceived, planned in detail, and preferably expressed in written form. 

This principle applies not to the agreement between the employer and 
the apprentice, but to the broad statement of the plan itself, applicable to 
all apprentices under training. It applies with equal pertinence to the 
small job-shop, the employer of vast numbers of workers, and the industry 
as a whole. We do not ordinarily contract to fulfil an order until we have 
thought the proposition through in detail; obviously the training of person- 
nel is fully as important a problem as the fulfilling of an order. 

In the case of an industry or of an employer of large numbers of 
workers, the conception and planning of an apprenticeship program is at 
the same time justified and made possible by the large number of workers 
involved. The cost of program organizing is, as it were, distributed through- 
out the total costs of management, of which it constitutes only a small part. 
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From the point of view of the small employer, on the other hand, a care- 
fully planned apprenticeship program would seem, at first blush, to be 
unduly wasteful of time and money. Asa matter of fact, however, that need 
not be tue. Through cooperative action a group of small employers could 
easily establish an effective apprenticeship system by setting up a community 
committee and establishing a plan of equal use to all participants therein. 

There are substantial examples to indicate that deliberate and detailed 
planning is worth while. It is hardly necessary, perhaps, to point to the 
experience of outstanding employers and employer associations in this con- 
nection. They, presumably, long ago realized the value of planning. 

Ihe main advantage in having the apprenticeship program planned 
is that it becomes a part of the entire production program and thus occupies 
its proper place in the organized whole. Such items as the number of 
apprentices and proportion to journeymen, wage rates, seniority, the rout- 
ing of apprentices through a pre-established training procedure, and the 
provision and adequacy of suitable machines, all are considered beforehand. 
Automatically, as the need arises for additional workers, the system goes 
into operation. 

It is for this reason that the plan should be expressed in written form. 
True, some of the best apprenticeship systems in the country have never 
been reduced to written form, but an examination of these systems usually 
reveals the fact that they are of long standing. Experience and tradition 
operate in the place of a written description. ‘These systems have developed 
by accretion rather than through initial planning. It is indeed unfortunate 
that they have not been described in written form, for other programs of 
shorter history could well profit by their experience. For establishments of 
relatively recent growth to keep abreast of these older firms, it is almost 
essential that their training programs be reduced to writing. 


Principle II—That the duration of the individual apprenticeship should 
be definite. 


The employer and the apprentice should both clearly understand that 
the training period will not extend beyond a given time limit. It has been 
the unfortunate practice of some trades to prolong the period of “appren- 
ticeship” indefinitely, with the resultant absurdity of so-called apprentices 
of 40 and 50 years of age. Such a practice, employed as a cheap means to 
insure cheap labor, is undignified on the part of the employer, and disas- 
trous to the self-respect of the employee. Unless the employer is able to 
state definitely that at the end of a given number of hours, months, or 
years of training in his plant the apprentice will have qualified as a skilled 
workman, the employer’s system would seem to be defective and his claim 
a fraud. 

The employer should be able to determine fairly early the quality of 
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the apprentice as a future workman. Most arrangements provide for a 
probationary period during which employer and apprentice decide whether 
or not to carry the training through to its definite termination. For lack 
of proof the proper length of a suitable probationary period has not been 
determined. General custom, however, seems to favor a probationary period 
of approximately one-twelfth of the total period of apprenticeship. If the 
apprentice proves satisfactory on probation, this period should count as 
part of the total term of apprenticeship. ‘This arrangement does not, of 
course, deny the employer the right to suspend an apprentice after the 
completion of the probationary period. It merely constitutes a token of 
good and honorable intent, as well as recognition of the fact that the em- 
ployer is justly proud of the quality of his own training system. 

Principle [II]—That the training provided on the job should follow an 
orderly routing procedure. 

For every apprentice a training program should be laid out at the 
beginning and followed as closely as possible. The plan should specify 
the types of machine or operations the apprentice is to learn, how long he 
will be given training on each type of machine or operation, and in what 
sequence such experiences may be expected to occur. 

The main negative reason for such an initial understanding is to pre- 
vent the distortion or unbalancing of the program as a whole. Thus, the 
apprentice should not be kept at a given type of operation for an excessive 
period of time—to the detriment of his training as an all-round skilled 
craftsman—merely because he demonstrates special skill on that type of 
operation. Even though the apprentice may prefer to stay at that work 
because of increased earnings in the immediate future, his request should 
be refused until he is fully qualified in all branches of his trade. By agree- 
ing beforehand on the nature of what may be termed the “schedule of 
work processes,” such possible deviations and disruptions of the program as 
a whole may be prevented. 

From the positive point of view, the value of a schedule of work pro- 
cesses lies in the fact that it insures the systematic progress of all appren- 
tices alike through the common training routine. When planning the future 
training programs of four or even four hundred apprentices, it helps im- 
measurably to know that at a given moment there are so many in shop A, 
and so many in shop B, etc.; and, that in shop A such a proportion is in the 
first month of training there, and such a proportion in the second month, 
etc. In other words, orderly personnel management demands consistent 
adherence to orderly planning, and a relatively routine mode of progress 
for all persons concerned. 

Such a routing system as that briefly outlined above does not, by the 
way, prevent some adaptation to individual differences. For example, some 
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manufacturers with successful apprenticeship systems express the items listed 
in their schedules of work processes in approximate terms, as, for example: 
“Milling machines, g-12 months.” Others insert a proviso expressed in such 
terms as the following: “It is agreed that the employer may reserve the 
right to reapportion any or all of the above items for a period not to exceed 
six months of the total term of apprenticeship for the purpose of training 
the apprentice in some special type of activity or activities to be selected 
by the employer.” In these and other ways, flexibility within reasonable 
limits is assured. 

In this connection it is interesting to note the extent to which published 
schedules of work processes in the same trade vary from one employer to 
another. “Iwo outstanding employers in the machine-tool industry in Wis- 
consin, for example, both employ and train machinist apprentices, but the 
actual allotment of operations and the time to be spent on each vary mark- 
edly from one to the other. Both set a total of 48 months of training; but 
whereas one requires two months each on drill press and milling machine, 
four on planing and slotting machines, and seven on inspection and test- 
floor work, the other makes no provision for planing and test-floor work, 
but requires instead twelve months on all kinds of drill presses and six 
months on all kinds of milling machines. Apprentice graduates from both 
shops qualify as machinists and have common basic experience, but they 
differ in their relative amounts of experience on certain kinds of operations. 

Legitimate variations, such as these in the fundamental training of ap- 
prentices might suggest to the shrewd observer that probably the currently 
accepted term of apprenticeship is unnecessarily long. “If an apprentice 
can be taught to operate a lathe in three months,” it could be argued, “why 
waste time by giving him six months of such training?’ ‘The question sug- 
gests some interesting research possibilities; however, it fails to embrace 
the entire situation, and misses the essential point. 

Employers train apprentices not merely for a particular trade, but for 
a particular trade as understood and applied in that particular employer's 
plant. The employer is training his own future workmen. He expects 
them to stay with him after graduation or to return to his plant after a few 
years of postgraduate experience elsewhere, and he wants them to be able 
to satisfy his particular production needs. As the records of any major plant 
of long experience will show, the proportion of apprentice graduates still 
employed by the company is considerable (amounting in three cases on 
record to 39 per cent, 53 per cent, and 72 per cent, respectively, over a period 
of about half a century); and many of the graduates no longer employed 
by the company are employed in a similar type of plant elsewhere. 


A further consideration in this connection is the fact that the idealized 
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“minimum” course would probably fail to provide the maturity of judgment 
and the variety of detailed experience which the customary current period 
of apprenticeship provides. Indeed, so valuable is this maturation process 
—a concomitant partly of experience and partly of the increased age of the 
apprentice himself—that both employers and skilled workmen agree that, 
instead of shortening the term of apprenticeship, the “curriculum” itself 
should be enlarged. If a “sufficient” knowledge of all basic tools and oper- 
ations can be gained in, say, half of the usual term of four years of appren- 
ticeship, every effort should be made to fill out the remaining two years in 
more varied experience on those same tools and additional experience on 
special or unusual tools. In passing, it may be mentioned that extra train- 
ing in bench work never did a machinist apprentice any harm. 

__ Principle IV—That the training of apprentices requires constant super- 
vision, 

Regardless of conflicting claims, it is probably true that the apprentice 
learns the techniques of his trade from many different sources—from the 
employer, either directly or through his shop foremen, from journeymen 
employed in the shop, from other apprentices in the same line of work, 
from instructors in the vocational school, from the technical books the 
apprentice reads, and from his own native ability. ‘These are all sources 
of information through which the apprentice learns. Above all, he learns 
by doing. Thus it is somewhat irrelevant to insist that an apprentice learns 
his trade from any one of these sources alone. What is important is that 
he be given the opportunity and direction that will enable him to tap as 
many sources as possible with the maximum of useful result. 

Furthermore, though in a lesser degree, it is also important that the 
status of the apprentice as one who is still learning a trade and therefore 
not yet ready to be considered primarily as a factor in production should 
be constantly recognized. 

For these reasons it is vitally important that the training of appren- 
tices should be supervised. In the larger establishments this is the function 
primarily of the apprentice supervisor. In some plants the works manager, 
in others the personnel director, will perform this function either directly, 
or through a subordinate. Much depends upon the size of the plant and 
the manner in which it is organized. 

Generally speaking, it makes little difference which of these titular 
officials provides the necessary supervision; but both experience and the 
logic of personnel administrative theory indicate much in favor of having 
a responsible official, in charge of apprentice training solely, assume the 
supervision and care of the future supply of skilled workmen in the plant 
as his special and unreserved responsibility. Officials in charge of produc- 
tion tend to forget the fact that apprentices are trainees, and personnel man- 
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agers are inclined to overlook the special needs of this relatively small group 
of apprentices in considering problems connected with the plant personnel 
as a whole. Both are too busy to give much time or attention to this highly 
specialized problem. Nevertheless, it is essential that they be constantly 
reminded both of its existence and of its peculiar nature. The best solu- 
tion, then, is to place the problem in the hands of a competent apprentice 
supervisor, subordinate to either or both of them, but otherwise entirely 
independent of their other subordinate officers. 

This last point is important. Subject only to reversal by his immediate 
chief and such industrial agreements as may apply in the plant as a whole, 
the decisions of the apprentice supervisor should be unreservedly effective 
with respect to at least the following items: the number of apprentices to 
be employed; their selection; their placement in various trades; their rout- 
ing through the various work processes; the provision of machines and tools 
needed for their training; time off to attend school; wage rates; the exam- 
ination of apprentices at suitable intervals; their discipline; and their cer- 
tification on graduation. Without unqualified authority in these matters, 
the apprentice supervisor cannot function effectively, and the apprentice 
training program suffers proportionately. Obviously, only a competent of- 
ficial, blessed with infinite tact and patience, and preferably experienced in 
shop management and personnel administration, could be successful in such 
a job. Such men are available, and in the long run they pay for them- 
selves handsomely. 

The supervisor brings together all the forces and agencies that operate 
on the apprentice, moulds them into a consistent pattern, and sees that the 
apprentice takes due advantage of them. He represents the focal point of 
organized training. 

In planning and supervising his training program, the apprentice 
supervisor can be considerably aided by direct cooperation with a commit- 
tee representing the various groups most directly concerned, namely, the 
management and the skilled employees. Such committees, usually referred to 
as joint plant apprenticeship committees, are gradually being established 
in the big manufacturing plants. 

The chief value of these committees resides in the fact that they repre- 
sent impartial consideration by management and labor jointly of the train- 
ing problem. Apprentice training ‘n itself should be treated as a non-con- 
troversial issue. The essential part of apprenticeship policy and practice, 
namely, the establishment and administration of the program of training 
itself, is and always will be a function demanding the joint cooperation of 
all, not merely some, of the agencies concerned. The mature skilled worker 
is able to offer valuable suggestions, and by direct example can influence 
the apprentice to greater accomplishment. If he is drawn into a coopera- 
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live training enterprise on behalf of apprentices, he will be as eager as 
the employer to keep apprenticeship out of the realm of bargaining prob- 
lems. 

Principle V—That the agreement between employer and apprentice con- 


cerning the conditions of employment and training should be expressed in 
detail in written form. 


This may be referred to as the “indenture” principle. It is established 
on these premises: first, that unless the relationship is contractual, it lacks 
significance; and second, that unless expressed in detail form, it leads to 
confusion and ambiguity in interpretation. 

Most employers appreciate the pertinence of these points and accept 
them without question, others disagree. ‘This conflict of opinion, as indi- 
cated earlier, is a common characteristic of principles. ‘The difference of 
point of view is, therefore, both natural and welcome. 

Theoretically speaking, there would be no need for a written under- 
standing if both parties had long memories. If the employer’s existing train- 
ing program were well organized, and if the practice of exposing the 
apprentice to a prearranged succession of work experiences were well estab- 
lished as a routine, the need for a detailed statement of the proposed course 
of training might possibly be unnecessary. Some of the best apprenticeship 
systems in the land operate on this tacit basis of understanding. On the 
other hand, as pointed out earlier, it will be found in such plants that 
traditions resultant from many decades of experience take the place of 
written contracts. It is obvious that, with a system so well established, no 
harm would be done by utilizing the written indenture. For all types of 
plant, indeed, the use of the written indenture is recommended. 

But why have a written agreement at all? Apart from the fact that 
it contains a fairly detailed summary of the proposed conditions of em- 
ployment and training, and thus serves as a useful guide, the chief value of 
an indenture is psychological. A written indenture may not be actually 
necessary, but from the point of view of the employer and particularly of 
the apprentice, it is something to be proud of. Moreover, the mere formal- 
ity of signing this agreement tends to delay hasty decisions and to induce 
more deliberate action in violating its terms. As a lesson in the sanctity and 
value of written contracts, the written indenture also serves a useful func- 
tion, in that it acquaints the apprentice, at an early stage in his occupa- 
tional career, with the significance of agreements such as he may be expected 
to enter into later in life. 

The content of a written apprenticeship agreement should be expressed 
in considerable detail. Generally speaking, but not inevitably, it should 
specify the name of the trade to be taught, the operations to be learned, 
and the approximate number of months to be spent in learning each of 
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those operations; the term of apprenticeship and the duration of the proba- 
tionary period should be stated definitely; the guaranteed minimum wage 
scale and the hours of work should be included in detail; and provision 
should be made for attendance at classes in related instruction for a specified 
proportion of the total time. In other words, the apprenticeship agreement 
should constitute a detailed statement of all the conditions of employment 
and training. 

Principle VI—That the employer-apprentice agreement should be mutu- 
ally submitted to an impartial third party for review and registration. 

The functions of the third party referred to in this principle are many 
or few, depending upon the extent to which it is recognized and used. 

The primary function of the third party could be to help set up the 
program and advise the parties to the agreement concerning the best way 
of formulating the contracting. If the third party has had broad experi- 
ence in examining other contracts of similar nature, it can frequently advise 
the cosignators concerning possible improvements in the relationship and 
its details. 

It also could function as a registration agency, preferably retaining a 
third copy of the contract or the master-form of the apprenticeship agree- 
ment applied to many apprentices, together with a list of names, addresses, 
etc., of the cosignators, so as to constitute an agreed-upon source of reference 
in case of a controversy over the contents of the agreement. In this capa- 
city, the third party could be employed as an arbitration agency of first 
recourse, thus facilitating the solution of problems. 


If jointly representative of employers and employees, the third party 
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could serve a valuable function by assisting the employer in insuring the | 
maximum of cooperation from his apprentices. Also, as a joint enterprise | 


on a non-controversial project, the establishment of such a third party could 
serve a valuable function in the broader field of public and labor relations. 
If you can get opposing groups to sit down in conference to discuss a 
problem in which both are interested but in a remote kind of way, in which 
they discuss the interests of the apprentice rather than of themselves, you 
are well on the way to being recognized as an effective conciliator. And 
that, surely, is a major function of personnel management. 


U. S. DEPARTMENT OF LABOR 


Having thus attempted to outline the general principles of apprentice- 
ship, we turn to the consideration of more practical problems: What is the 
function of the U. S. Department of Labor in apprenticeship? And what 
is the import of the Wage and Hour law and the Walsh-Healey law with 
respect to the employment of apprentices? 
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By the Apprenticeship Act of 1937, Congress authorized the U. S. De- 
partment of Labor to promote labor standards of apprenticeship and to 
negotiate with employers and employees equally in the establishment of 
such standards. The administration of this law has been placed in the 
Division of Labor Standards, which, in this connection, is aided by a com- 
mittee, known as the Federal Committee on Apprenticeship. “The members 
of this committee represent employers and employees in equal numbers, and 
representatives of the U. S. Office of Education (Vocational Division) and 
the National Youth Administration. The Chief of Apprenticeship is sec- 
retary to this committee. 

The policy of Apprenticeship Unit of this Division with respect to 
apprentices may be broadly outlined as follows: 


1. To promote labor standards of apprenticeship. 
By this is meant that its field is limited to the consideration of the condi- 
tions of employment and training on the job. Educational functions, by 
mutual agreement and Congressional approval, are reserved to the Federal 
and state vocational educational agencies, with whom, however, the Ap- 
prenticeship Unit cooperates in complete accord. ‘The above policy also 
means that the chief concern of the Unit in matters of apprenticeship is 
limited to the quality of training given; it is not directly concerned with 
questions of quantity, which are properly the prerogatives of the industries 
themselves. 

2. To consult with and advise employers, employees, and the general 
public concerning the technical aspects of apprenticeship. 
In fulfilling this function, the Unit employs a field staff at present totaling 
approximately 37 persons, distributed throughout the states, to meet with 
individuals and groups interested in apprenticeship problems and assist 
them in the establishment of apprenticeship systems conforming as nearly 
as possible to the highest standards of training. These field men have no 
bureaucratic authority; they do not attempt to impose their ideas upon 
industry. They seek to give the best technical advice they can, assist in 
negotiations between various groups, and, because of their diversified con- 
tacts, are able to provide useful information on apprenticeship in general. 
They treat each problem on its own merits, and do not try to impose theo- 
retical ideas unfitted to the needs of the person or persons they are advising. 

3. To negotiate with employer and employee groups in establishing 
workable apprenticeship systems. 
By bringing together employer and employee groups in harmonious consid- 
eration of this non-controversial problem the apprenticeship field staff helps 
indirectly to prevent development of contention over problems which might 
otherwise become provocative. It does not deliberately seek this role; the 
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actual joint participation of the groups concerned is essentially the outcome 
of the good will and activities of their leaders. All the apprenticeship field 
staff can do is provide them with a worthwhile topic for consideration, and 
a ground on which they can meet without recrimination. 


4. To constitute the national source of information on apprenticeship. 
In its technical section, the Unit is building up a file of information on 
every apprenticeship system in the United States. ‘This file is useful only 
to the extent that it has complete coverage. At present it is inadequate, 
but its inadequacies could swiftly be remedied by personnel managers in 
plants having apprenticeship systems. It is impossible for the Unit to know 
where all such systems are located. If, therefore, each personnel manager 
would accept the responsibility of transmitting to the Apprenticeship Unit 
a copy of every document he uses in describing and administering his ap- 
prenticeship system, the necessary information would be on file, valuable 
contacts would have been made, and research could be conducted by the 
Unit, to the benefit of industry as a whole. The coordination of research 
in apprenticeship is essential to technical improvement in industrial train- 
ing. ‘The Apprenticeship Unit is willing to help if personnel managers 
will do their share in supplying the necessary informational data." 


PROBLEMS OF FEDERAL LEGISLATION 

We revert finally to a consideration of practical problems in appren- 
ticeship arising out of Federal legislation. 

Regulations on the employment of apprentices under the Wage-Hour 
law? provide for the employment of apprentices at wages below the appli- 
cable minimum under special certificates of exemption. Such certificates 
are issued at the discretion of the Administrator, provided that the written 
apprenticeship agreement itself has been approved by the Federal Commit- 
tee on Apprenticeship or a state apprenticeship agency recognized for this 
purpose by the Federal Committee. The agreement must state the major 
processes the apprentice will be taught on the job, the time he is to spend 
in school, the trade he is to be taught, the number of hours (not less than 
4,000) in the total term of apprenticeship, and the wage scale to be paid. 
Certain other information necessary to a proper evaluation of the proposed 
training program for the apprentice concerned is also called for. 

With respect to hours spent in attendance at classes in related instruc- 
tion, the accepted interpretation of the Regulations indicates that, as 
regards bona fide apprenticeship, such time need not be considered as hours 


1 Such data should be addressed to: Chief of Apprenticeship, Division of Labor Standards, U. S. 
Department of Labor, Washington, + 

2 Regulations applicable to employment of apprentices pursuant to section 14 of the Fair Labor 
Standards Act, U. S. Department of Labor, Wage and Hour Division, February, 1940; together 
with release No. R-450 of October 18, 1940, as amended by the Wage and Hour Division and 


entitled ‘“Wage-hour ruling on meetings and lectures as hours worked amplified.” 
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worked if the written agreement so provides. In other words, the appren- 
tice agreement should state, first, whether or not school work shall be in- 
cluded as part of the apprenticeship period; second, whether or not it shall 
be counted as hours of work; and third, in case schooling is not counted 
as hours of work, what rate (if any) the employer agrees to pay the appren- 
tice while in attendance at school. It is particularly important that the 
agreement should state whether or not hours of attendance at classes in 
related instruction are to be counted as hours of work. 

As regards the requirement that requests for special certificates must 
be submitted to Washington for action, consideration is now being given 
to ways of simplifying this procedure and providing for a greater degree of 
local control. Until this is accomplished, of course, the present procedure 
will prevail. 

The Walsh-Healey Act applies only to production employees on con- 
tracts exceeding $10,000 made and entered into by agencies of the United 
States Government. The Secretary of Labor is authorized to determine the 
minimum wage that shall apply. In certain industries in which determina- 
tions already have been issued,* the determinations specify that apprentices 
may be employed at wages less than the prescribed minimum if their em- 
ployment conforms to the standards of the Federal Committee on Appren- 
ticeship. 


3 Namely: the iron and steel industry, the airplane and airplane engine industry, and the specialty 
accounting supply industry. Others are at present under consideration. 








THE DEFENSE TRAINING PROGRAM 
OF THE 
UNITED STATES OFFICE OF EDUCATION 


How does the machinery work that the Government has devised to meet the 
national training problem presented by the defense program? And, what assist- 
ance can an employer with a skilled help shortage expect from government 
agencies? To get answers to these questions for its members AMA has been in 
touch with the U. S. Office of Education and presents herewith a brief account of 
how the various agencies and facilities of government units have been coordinated 
to meet the situation. Also included is a list of state supervisors for trade and 
industrial education—the officials primarily concerned with handling training prob- 
lems caused by the defense program. 


LL state and territorial Departments of Vocational Education have the 
responsibility of training workers needed in the program of national 
defense. ‘These departments, working through their own state and local 
Supervisors of ‘Trade and Industrial Education, must choose workers to be 
trained, supervise training, and make sure that all money expended is used 
for the defense program contemplated by Congress when it authorized a 
defense training program. 

Workers for this program must be chosen by school authorities, one- 
half from applicants on the W.P.A. lists and the rest from lists of persons 
registered in Public Employment offices. When a worker from a W.P.A. 
list is chosen for training, this training may be counted as a project and 
his W.P.A. pay may be continued during the training period. Local ad- 
visory committees representing management, workers, and school authorities 
help to choose suitable courses and to determine what persons should be 
trained. In general, vocational schools are the training places. About 
75,000 training stations are available for occupations immediately necessary 
for defense. This means that 75,000 persons can be trained simultaneously 
in these occupations throughout the United States. 

The defense training is offered to two kinds of workers: extension 
courses to increase the skill and knowledge of persons already employed in 
occupations necessary for defense and preemployment refresher courses for 
unemployed persons. ‘The latter courses are short and intensive, only a 
few weeks in length, designed to give workers facility in the use of one 
machine or on one process. 

Employers who need more trained workers for plants engaged in de- 
fense work should discuss their specific needs with Vocational Supervisors 
in their own localities. Plans can then be made locally for organizing work 
to meet these definite needs in order that workers of the type and training 
needed will be available as soon as their services are required. Re-training 
of workers whose skills have become rusty can also be arranged. If women 
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workers are needed their training can be planned on the same terms as 
the training of men. 

Trainees need not live in any designated school district to be eligible 
for training in the district. No charge of any kind is made for training 
but students are not paid during this period unless they are W.P.A. workers 
for whom the training has been made a work project. 

The state Department of Vocational Education approves all the local 
plans and the state plan for defense training is approved by the Vocational 
Division of the United States Office of Education. ‘The Office of Education 
is authorized to pay for all expenses of defense training: teaching, supervi- 
sion and supplies. It is not authorized to pay for any capital expenditures, 
buildings, grounds, or equipment. All of the $15,000,000 authorized by 
Congress must be expended for defense training. 

The Vocational Education Division of the Office of Education, desig- 
nated by law (P. L. No. 668—76th Congress, Chapter 437—3rd Session) as 
the Agency charged with the responsibility of training workers needed for 
national defense, thus exercises general supervision of a program which is 
an extension of the vocational training program under which they have 
operated since 1917. The defense program is carried on without interfering 
with the ordinary courses of vocational education. When the schools are in 
session, defense training classes will be held after ordinary school hours. 

Local communities and their needs for defense workers determine the 
expenditure in any locality. Since July 1, the defense program has been 
in operation in a number of localities, and as local needs for defense 
workers become apparent, these facilities are extended. 


DIRECTORY—STATE SUPERVISORS FOR TRADE AND 
INDUSTRIAL EDUCATION 








State Supervisors 
PIOMER. 605 ci eees E. R. Plowden, Montgomery. 
C. M. Claude, Assistant, Box 1927, University. 
ee errs George S. Sanders, Arizona State Office Building, Phoenix. 
| errr cy W. J. Breit, Little Rock. 
| er J. C. Beswick, Sacramento (Chief, Bureau Trade and Industrial 
Education). 
COMOPAG®..... 0.500000 Walter H. Cooper, 210 State Office Building, Denver. 
Conmectiout.:......... Herman S. Hall, Hartford. 
Delaware... 0. cccees A. B. Anderson, 11th and Washington Streets, Wilmington. 


District of Columbia.| Harold A. Clark, Abbott Vocational School, Washington, D. C. 
Edgar P. Westmoreland, Berret School, Washington, D. C.’ 





Tee R. D. Dolley, Tallahassee. 
| ere ere J. F. Cannon, Georgia School of Technology, Atlanta. 

P. E. Babcock, Assistant, c/o Board of Education, Savannah. 
is ce brat ec bates Harvey L. Freeland, P. O. Box 1601, Honolulu. 
SSA Tom Watson, Boise. 

Si ciaxndenaecad Joseph W. Thompson, Springfield. 


1 For Negroes. See ; 
Note: Unless otherwise indicated State Supervisors should be addressed at the State Department of 
Education. 
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State Supervisors H 
Indiana....... ....-| H. G. McComb, Acting, Indianapolis. 
ae re ......-| Harry W. Carmichael, Des Moines. 
Kansas..... ......+.] Laurence Parker, Kansas State Teachers College, Pittsburg. 
O. H. Beaty, Assistant, State Teachers College, Pittsburg. 
Kentucky..... ... | Harold G. Wilson, Frankfort. ) 
Louisiana...........] E. G. Ludtke, Baton Rouge. 
W. Morton Evans, Assistant, Baton Rouge. ) 
DOES. S. E. Patrick, Augusta. 
Maryland. . J. J. Seidel, 1111 Lexington Building, Baltimore. | 
Massachusetts. . - | D. H. Shay, 200 Newbury Street, Boston. 
Caroline H. Wilson, 200 Newbury Street, Boston. ) 
F. A. Allen, Massachusetts School of Art, Boston. 
Michigan........... | Frank W. Dalton, Bauch Building, Lansing. 
Jas. W. Parry, Assistant, Bauch Building, Lansing. } TP 
Minnesota... . , Gordon O. Voss, St. Paul. 
Mississippi -.++++ |W. D. Gardner, Jackson. 
Missouri............ E. F. Daniels, Jefferson City. sen 
Montana , -.-| Ralph Kenck, Bozeman. to 
Nebraska... . Sidney Owen, Lincoln. 
Howard L. Gorham, Assistant, Lincoln. ) m0 
Nevada. . Donald C. Cameron, Carson City. 
New Hampshire Howard E. Swain, Concord. 
New Jersey. Arthur B. Wrigley, Trenton Trust Bldg., Trenton. } aln 
; John N. Fecher, Supervisor Foreman Training, Trenton. of : 
New Mexico Brice H. Sewell, Santa Fe. ) 
New York.. Oakley Furney, Chief, Industrial and Technical Education Bureau, pec 
Albany. att 
E. D. Fink, State Supervisor, Albany. | 
North Carolina..... |George W. Coggin, Raleigh. ) rep 
M. L. Rhodes, Lincolnton. shc 
North Dakota..... E. F. Riley, State School of Science, Wahpeton. \ 
G. W. Haverty, Assistant, State School of Science, Wahpeton. ; sta 
GRAB. ssicsves , . |E. L. Heusch, State Office Building, Columbus. ati 
Oklahoma... . ...-|L. Keith Covelle, A. and M. College, Stillwater. 
Oregon...... O. D. Adams, Salem. pu 
W. W. Morse, Assistant, Salem. ) lk 
Pennsylvania....... arabe: ___, Harrisburg. 
H. N. Cooley, Harrisburg. In 
Puerto Rico. Oscar L. Bunker, Insular Board of Vocational Education, San Juan. 
Rhode Island........|]Raymond W. Perry, Providence. ' 
South Carolina B. R. Turner, Columbia. SOI 
South Dakota. ... |C. O. Gottschalk, State College, Brookings. , 
Tennessee... .. ..+-| Warren A. Seeley, Nashville. an 
Pexas......... --++-| James R. D. Eddy, Austin. \ 
Albert T. Krueger, Assistant, Austin. 
Utah.......- .-..» | Howard B. Gundersen, Salt Lake City. 
Vermont... ow John E. Nelson, Montpelier. 
Virginia....... .-. 1B. H. Van Oot, Richmond. 
Linscott Ballentine, Stone Wall Apartments, Danville. 
Washington....... H. G. Halstead, Assistant, Box 686, Olympia. 
J. W. Kelly, Box 686, Olympia. 
West Virginia... .. H. K. Hogan, State Capitol, Charleston. 
Wisconsin... . R. L. Welch, Madison. } 
Martin Wesolowski, Assistant, Madison. 
Wyoming tenes F. M. Treat, Cheyenne. 

















— —Oee —— 








HOW CLEVELAND TACKLED ITS LABOR SHORTAGE 
AND TRAINING PROBLEMS 


When last May the industries of Cleveland, Ohio, along with those of other com- 
munities of the country, realized that they were eventually to be confronted with 
labor shortage and training problems as a result of industrial defense activity, the 
local Chamber of Commerce appealed for help to the Cleveland Personnel Asso- 
ciation. This group, made up of industrial relations and personnel officials from 
neighboring plants unhesitatingly accepted the assignment. What the Association 
did and what was accomplished is told in this article, which is based on a report 
of the project by the Personnel Association chairman, R. L. Livingstone. 


N MAY, 1940, the city of Cleveland and other communities of the United 

States became suddenly aware that substantial numbers of skilled and 
semi-skilled workers in mechanical trades would have to be trained in order 
to handle the increased industrial volume created by the national defense 
movement. ‘The situation appeared to be an emergency. 

Here was the problem involved: For several years, there had been 
almost a complete cessation of training plans within industry, as a result 
of violent fluctuations in industrial activity, and other factors. Many young 
people who normally would have gone into mechanical trades were being 
attracted to clerical and white-collar work. Already some companies were 
reporting difficulty in finding some classes of highly skilled workers. The 
shortage was by no means general, and yet there were many premature 
statements which served to give the impression that a really desperate situ- 
ation was at hand. At the same time, the governmental agencies made 
public tentative plans providing money for immediate training programs. 
These plans were sketchy and information concerning them was meager. 
In general, the situation was highly confusing and uncertain. 

At the behest of the local Chamber of Commerce, the Cleveland Per- 
sonnel Association undertook to investigate the situation and, specifically, to 
accomplish the following four-point program: 

1. Find out how many skilled workers were needed by companies 

affected by defense orders. 

2. Advise on the content of training courses, especially the type of 
machine instruction that would make men available to Cleveland 
industry in the shortest time possible. 

3. Assist in securing the equipment and machines needed in training 
schools. 

4. Serve as a clearinghouse of information on labor shortage training 
needs and related problems. 


The analysis of the skilled workc> shortage had three phases. ‘The first 
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was that of determining the number and kinds of skilled men actually 
needed at the present moment; the second was the determination of avail- 
able workers in those fields at present unemployed; and, the third was a 
prediction as to what the skilled worker needs might become under greatly 
accelerated industrial conditions. 

Now, in by far the majority of cases, defense orders were not in any 
material form, but only on the drawing-boards of government engineering 
departments. Few industries were informed as to the type or amount of 
work that they would be called upon to do, and further, most plants in the 
area were working under curtailed levels of production. The chief diffi- 
culty, therefore, was that of getting as near accurate predictions of future 
manpower requirements as possible. 

The Personnel Association, reasoning that each industry knew its own 
conditions better than anyone else, named subcommittees in nine of Cleve- 
land's key industries. It was the duty of these subcommittees to find out just 
what kind of conditions existed with respect to skilled employees in each of 
their industries. It was possible to do this because the various sections of 
Cleveland industry have their own occupational classifications, production 
problems and personnel customs. 

Specifically, they had to determine: 

a. the number and type of skilled workers for which there were 
immediate jobs available, 

b. the number and type of skilled workers that would be needed if 
operations were expanded to normal, and 

c. the number and type of skilled workers that would be required 
under conditions of heavy defense orders, which production in 
most cases was arbitrarily estimated to be about 50 per cent 
above normal. 

The next phase of the program was to establish contact with local 
training agencies, which include: Cleveland public schools, the National 
Youth Administration, the Works Progress Administration, and the Ohio 
State Employment Service. As information was obtained, the Superintend- 
ent of Cleveland schools was promptly advised as to the fields in which it 
appeared training would be needed, and an indication was given as to the 
approximate number of workers it appeared probable would be able to 
obtain jobs in Cleveland industry. General discussions were held with the 
Superintendent on methods of training which would produce the types of 
workers needed by industry in the minimum period of time. 


NATIONAL YOUTH ADMINISTRATION 


At the National Youth Administration a trade training center was set 
up, and the Personnel Association established a committee which advised 
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the N.Y.A. officials on the type of training which the school would afford, 
the exact curriculum, methods of instruction, etc. 


W.P.A. AND THE STATE EMPLOYMENT SERVICE 


Meetings with W.P.A. and the State Employment Service served to 
generally inform the Personnel Association about the qualifications of un- 
employed workers; tests and other means used by W.P.A. and the Ohio State 
Employment Service offices before men are recommended for jobs. The 
government officials in turn were advised first-hand on conditions which are 
preventing unemployed people from finding jobs more rapidly in private 
industry. 


ACCOMPLISHMENTS 


‘These were the steps that were followed. Now what was found out and 
what was accomplished? The rest of this article is devoted to answering 
these questions. 

Actual and Probable Shortages Analyzed. It can be stated definitely 
that shortages were found to exist at present or could be expected to de- 
velop under any substantial expansion of defense industries in the follow- 
ing occupational classifications: 

1. Skilled machinists and machine operators 
2. Several classes of foundry workers 
3. Draftsmen and other technicians 

The proper educational authorities were advised of this situation and 
provided with estimates of the number of workers likely to be needed in 
each field. Complete data is in the files of the Cleveland Personnel Asso- 
ciation and will be made available to proper persons. 

Industrial Training Courses Established. The Superintendent of Cleve- 
land public schools speedily set up special training programs designed to 
partially cover these needs. Now seven machine shop classes, comprising 
245 students, are in training at one high school, and at another, 175 students 
are similarly engaged. At the Cleveland Trade School, 50 students are in 
training for foundry occupation, 75 are being trained in auto mechanics, 25 
in sheet metal work and 50 in welding. Classes in these subjects consist 
of four hours daily, five days a week, 8 weeks. Arrangements have been 
made whereby employers who wish to train workers in groups of 20 to 25 
in their own plants, and have equipment available for such training, may 
obtain an instructor from the Board of Eduation at no cost to themselves. 
In addition, arrangements have been set up for certain employees to receive 
advanced training in special fields while they continue on their regular jobs. 

As of this date 625 students are enrolled under the Cleveland Board 
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of Education program, and it is anticipated that this number will be in- 
creased following September 1, 1940, when night classes will be instituted 
in each of the three above-mentioned schools. ‘The training herein referred 
to has been made possible largely by an appropriation of $15,000,000 
obtained by the U.S. Department of Education, which has been reallocated 
to state vocational educational committees; thence to local school boards. 

Most of the students now in training are unemployed. ‘Trainees will 
be released for employment as soon as they are deemed qualified to perform 
useful work in the plants of employers who have need for their services. 
Either employed or unemployed may apply for this training, but all appli- 
cants must be registered at the Ohio State Employment Office before being 
accepted. A recent governmental regulation issued stipulates that at least 
50 per cent of the people in training should be selected from W.P.A. rolls. 
Because approximately 4oo students were selected from lists other than the 
W.P.A. rolls prior to the adoption of this regulation, the next 200 students 
enrolled, approximately, must come from the W.P.A. rolls to provide a 
proper balance. 

Service to N.Y.A. Training Center. The Cleveland Personnel Associa- 
tion conferred with N.Y.A. officials to indicate the usefulness and advisa- 
bility of setting up a trade training center, and provide backing in the 
obtaining of necessary funds. ‘The Association counseled with the N.Y.A. 
with reference to the selection of proper trainees, establishment of the cur- 
riculum, types of equipment needed, and in the selection of a training 
director. In addition, the Association was able to obtain supplementary 
equipment for the school on a loan or gift basis. “he Association believes 
that the N.Y.A. school will be a valuable asset to the training facilities of 
the community. 

Viewpoints of W.P.A. and Industry Clarified. Prior to the meetings 
between the Association and the W.P.A. it is probably true to state that the 
industries represented were generally of the opinion that men on W.P.A. 
and public employment agency rolls were largely unemployables. Likewise 
it may be generally assumed that officials representing the W.P.A. and public 
employment agencies believed industry to be somewhat reluctant to draw 
upon government unemployment lists when filling positions in private in- 
dustry. Since these conferences, members of the Association are aware that 
there are many persons on government unemployment lists who are, or can 
be, developed into competent, desirable workmen. At the same time, unem- 
ployment officials are now better informed as to unfortunate experiences of 
the past, which are possible of elimination in the future, which have caused 
industry's present disinterest in W.P.A. rolls as a labor reservoir. 

Fact-Finding Machinery Established. Both a procedure and machinery 
have been established for keeping fully informed of manpower needs and 
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gearing local training programs to these needs as the defense program 
develops. The Cleveland Personnel Association is in possession of reliable 
knowledge as to manpower needs of larger Cleveland companies at this 
moment, and has available careful estimates as to what these needs might 
become under conditions of greatly increased industrial activity. 


PROBLEMS REQUIRING ADDITIONAL CONSIDERATION 


Although the parties concerned are now in possession of considerably 
more factual information than hitherto existed, and the entire problem 
has been clarified to a great extent, there are still many problems which 
des.rve most serious consideration and will require continuing attention. 
Ihe following are named as examples: 

Scope of Current Training Program. It appears that the strongest de- 
mand for skilled workers will occur in those fields wherein previously it 
has been believed that training periods of from two to four years are neces- 
sary for the trainee to become properly qualified. It is accepted practice, 
for example, for a toolmaker to serve a four-year apprenticeship. The 
type of training which is now being undertaken by the schools is more in 
the nature of a short intensive term. It has been designed, particularly 
in the machine shop trades, to develop young men to the point where they 
are generally familiar with the nomenclature and basic principles of funda- 
mental machine shop equipment and practices. The theory pursued, which 
can be challenged, but for which no better substitute has been named, is 
that the training of young men in fundamentals will provide a labor 
reservoir from which industry can draw to fill its simpler or semi-skilled 
jobs, and thus relieve men now engaged on those jobs for additional train- 
ing within the plants on the higher-skilled tasks. This procedure will work, 
but whether it is the most expedient, only actual experience will tell. A 
hopeful condition is that companies have found young men with funda- 
mental machine shop training, properly selected, to be capable of becoming 
of real value in much less than the four years’ time formerly believed to be 
necessary. It should also be kept in mind that on many occasions in the 
past industry has faced periods when there were shortages of skilled labor. 

Conflicting Reports on Labor Supply and Demand. Strange as it may 
seem, there is a conflict as to whether a skilled labor shortage actually 
exists. Industry states that skilled workers in certain categories cannot 
be obtained. Labor unions and public employment agencies state there 
are many qualified persons in the same categories registered and seeking 
employment. The two positions do not reconcile. From the standpoint of 
the Cleveland Personnel Association it appears that these differences arise 
out of varying conceptions of trade nomenclature. For example, a company 
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may claim it cannot obtain milling machine hands. Labor unions and the 
public employment agency state there are more than one hundred milling 
machine hands trying to get employment. However, here is where the 
difference arises. The company is seeking the service of a milling machine 
hand who, when given blueprint, can with a minimum of supervision, make 
the complete setup and run the job to close tolerances regardless. of its 
nature. Labor unions and the public employment agencies on the other 
hand are thinking of people who have formerly operated milling machines 
on a production line, wherein the operation was completely repetitive, and 
the employee was not required to work from blueprints or make setups of 
a complicated nature. It must also be considered that industry has stand- 
ards for employees which are in addition to mechanical skill alone. Among 
other things industry is seeking people of good character, health and work 
habits. Unfortunately not all of the unemployed registered meet these 
latter qualifications. Some of the mechanically qualified workmen who are 
now unemployed have had previous opportunities in industry, and have 
been found unsatisfactory for various reasons. It is advisable that this 
problem receive further investigation to ascertain the facts, and that what- 
ever these facts may be, they can be squarely faced in the future. 

Review of Courses Proposed. The Association has not had oppor- 
tunity as yet to examine closely into curriculas of the training programs 
established in the public schools. Possibly recommendations can be made 
which will accelerate the training, and suggest the teaching of procedures 
of immediate usefulness to industry. Furthermore, the schools are handi- 
capped by not having available modern production equipment for training 
purposes. Machine shops should be provided with automatic screw ma- 
chines, Cincinnati centerless grinders, Warner & Swasey screw machines and 
boring mills, in addition to equipment now on hand. Classroom work 
should cover appropriate related subjects and history of the art. 

Age Groups and Industrial Training. Draft or conscription plans of 
the yovernment may nullify training accomplishments to date. If it is the 
intention of the government to place single men without dependents, be- 
tween the ages of 21 and 31, in military training, then married men or an 
older type of worker should be selected for industrial training. ‘This ques- 
tion cannot be decided with the information now on hand. At this point 
it is well to call attention to industry’s position with reference to age limits. 
No company which is represented by the Cleveland Personnel Association 
has an upper age limit which in itself prohibits the employment of any 
individual. Age is of importance only in that the applicant must be of 
good health, firm in mind and capable of doing a good day’s work. 
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Samples of Reports Made by Subcommittees 
Foundry Subcommittee 


As of June-July, 1940, certain sections of Cleveland’s foundry industry were operating 
at Jess than normal rates. However, activity in one or two spots caused foundry mana- 
gers to sense a possible tight situation in certain occupational classifications upon return 
io normal operating rates. 

Figures were secured from 23 foundries employing currently 5,000 people, which is 
estimated to be well over half the foundry industry of this city. 

Facts developed were: 

1. Present needs for foundry workers are only nominal. 

2. Under conditions of normal full operation, the 23 foundries would add more than 
7oo molders of various types coremakers and patternmakers. 

g. This number approximates the number of unemployed foundry workers in these 
classifications registered with the Ohio Unemployment Service. 

4. Under high production rates, 300 to 500 additional workers would be required. 

Conclusions drawn were: 

1. Under a normal full operating rate, Cleveland foundries would not be seriously 
handicapped, although there would be no appreciable surplus of workers available. 

2. Under these conditions and with higher activity under the defense program, pos- 
sible training of foundry workers during the remainder of the summer seems advisable. 

3. The situation bears watching, with the possibility that additional training during 
the fall should be encouraged. 


Machine Trade Subcommittee 

To guide planning for industrial training it was thought advisable to ascertain (1) 
those classes of workers which were hard to obtain currently; (2) number of types of 
jobs open at the moment; and (3) anticipated layoffs which might ease the general 
situation. 

A survey made during the third week in June covering 34 manufacturing plants 
having upward of 30,000 employees developed the following facts: 

(1) Not more than six of the 34 companies needed urgently additional workers. 
Several more had observed that certain classes of workers were hard to get. 

(2) Jobs were open for 410 qualified workers in 25 occupational classifications. 
Twenty-one of these occupations were in plants having machinery operation. 

(3) Demand was concentrated in the occupations requiring skill and experience such 
as tool- and die-makers, automatic screw machine operators and operators of othe: 
standard machine tools. 

(4) Only one company planned to release men in the near future. 

Conclusions drawn were: 

1. A small but sharply defined shortage exists in certain occupations. 

2. While of no special significance now, expansion of activities in other plants 
would accentuate the shortage materially. 

g. Training aimed to provide machinists and machine operators of higher skills 
should be encouraged. 

4. Since industry to meet requirements in jobs requiring considerable skill will move 
up present employees, training in fundamentals of machine tool operation may safely 
be given to up to 1,000 men during the summer, 

5. This training is to provide workers who can be quickly assimilated into a factory 
work force with a minimum of instruction. 








TRAINING AS A BUSINESS PROPOSITION 


By FRANK CUSHMAN 


Consultant in Vocational Education 
United States Office of Education 


To say that a company has no training problem, no training costs, or that its 
training work is completed, is to attempt to deny some everlasting business truths. 
In this article these facts are pointed out by Mr. Cushman, one of the country’s 
leading authorities in the training field. Once management has accepted training 
as an essential, integral part of doing business, he says, the problem then becomes 
one of dealing with training as effectively as it can. 


HE fact that training is in process in every working organization where 
people are employed is not always appreciated by executives. “The only 
situation where no training is to be found is one that is purely imaginary— 
one in which there is no turnover, where no changes are made in methods, 
tools, equipment, or other facilities for carrying on the work, and where no 
new materials or improved operations or processes are ever introduced. 
Industrial and business organizations cannot effectively be insulated 
from the progress of applied science and invention. Obviously this is true 
so far as their physical equipment and marketability of their product or 
services are concerned. It is also true that such organizations cannot insu- 
late themselves from social and economic changes. ‘This is true whether 
such changes are progressive and desirable or retrogressive and negative. 
Where these facts are recognized and appreciated, management is presented 
with a real problem or series of problems involving training, which are by 
no means simple of solution. Recognition of the problem, however, and a 
full appreciation of its importance and the cost elements involved represent 
the first essential step in its intelligent handling. 


INEFFECTIVE APPROACHES TO THE PROBLEM 

False starts and non-functioning training programs are due, more often 
than is commonly supposed, to a failure to identify training needs accu- 
rately and specifically. One reason for this is that an effective approach to 
the problem is not made. ‘To too great an extent training is planned and 
organized by the so-called “swivel-chair” method. ‘This implies the absence 
of intelligent attempts to capitalize upon what supervisors, foremen and 
other employees know about the situation and the ways in which training 
could bring about improvement in the carrying on of work operations. 
Poor approaches are characterized by lack of definiteness in setting up train- 
7 " Editor’s Note: Reviews of Mr. Cushman’s recent book, “Training Procedure,” and 
Albert Walton’s book, “The New Techniques for Supervisors and Foremen,” together with 


a bibliography of selected literature on training will be found beginning on page 84 of 
this issue. 
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ing objectives, designation of the wrong persons as instructors, artificial 
separation of the training function from the responsibility of the operating 
organization, and in many other ways which tend to discount the efficiency 
of training programs. 

Over and above such ineffective approaches to the problem and the 
mistakes which are so commonly made in connection with attempts to get 
something started quickly, there may be a desire to accomplish two things, 
neither of which is fully possible in its entirety. ‘These things are: (1) 
to secure new employees who are fully trained and competent to do the 
work that needs to be done, and (2) to “farm out” as much as possible of the 
training needed by employees, to outside agencies. 

While for some occupations persons can sometimes be secured who are 
nearly or almost fully competent to meet specific job demands, for the great 
majority of jobs to be filled, new employees need some degree of training. 
If they make good on their jobs, they get this training somehow. How much 
it costs may be a matter of conjecture. No one has thus far determined, 
and probably no one really knows how much it costs society to permit 
inexperienced and partly competent people to flounder around on new 
jobs and eventually to learn how to do their work. 

For certain highly important occupations and professions, the social 
cost involved in allowing people to learn their jobs by the method of 
experimentation and trial-and-error is so great that society has, through leg- 
islation and licensure, made it impossible to learn these occupations by such 
crude and expensive methods. Medicine, dentistry, pharmacy, and many 
other professions come within this category, and the list is rapidly being 
extended to include an ever-increasing number of occupations. Notwith- 
standing this fact, however, people in many fields of work more or less 
blunder into their jobs and finally pick up enough knowledge and develop 
sufficient skill to “get by.” 

Another element that enters into the problem arises from the fact 
that most business and industrial organizations need employees who possess 
a considerable amount of specific knowledge and skill specially related to a 
particular concern. ‘This means that, even though employees who have had 
a certain amount of functional preparatory training may be secured, there 
is always need for additional training, which must be given subsequent to 
employment before the employee is able fully to measure up to the demands 
of his job. 

When management fully recognizes that training is always going on, 
that it always costs money and that, in general, training costs are inescapable, 
it becomes possible to deal with the problem scientifically. A simple defini- 
tion of the scientific method is that it consists essentially in first getting the 
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facts concerning a problem, and, second, in trying to figure out what can 
be done to work out a solution. 


STAGES OF A TRAINING PROGRAM 

In handling a training situation, certain well-defined stages are recogniz- 
able. ‘The first stage—recognition of the needs for training has already been 
touched upon. Later stages, through which a training program progresses 
are: (2) the determination of general and specific training objectives, (3) 
the organization of the program, (4) the operation of the program, (5) a 
check-up on the program to determine its effectiveness, (6) securing proper 
application of instruction given, under supervision, and (7) getting the out- 
comes of the training actually incorporated into the work operations of the 
organization concerned. 

In connection with this whole subject, however, management may well 
recognize the fact that the training job will never be finished so long as an 
organization remains in business. Training is a continuous and a continu- 
ing process. At any given time different phases of the entire training pro- 
gram will be found at practically every stage of progress. After a certain 
phase of training has progressed to the point where the outcomes have been 
incorporated into work operations through satisfactory performance on the 
job of well-trained employees, additional individuals will be progressing 
through the preliminary stages of a similar or equivalent training program. 
In other words, completion of all training needed by any working organi- 
zation is a “will-o-the-wisp.” ‘To assume that the training job has been fin- 
ished will not eliminate it completely. ‘Training does not disappear from 
any working organization merely because its presence is ignored. 

In the best situations, training is recognized as an essential feature of 
doing business or maintaining production. The purpose of training, with- 
out apology, should be to bring about improvement in the performance ol 
work. Broadly interpreted, this may well include every essential element 
that contributes to efficiency on the job. Obviously, it includes the posses- 
sion and understanding of information which has a functional value for 
employees on different levels, and the ability to apply and use such infor- 
mation. It includes also a mastery of such techniques as are required for 
the intelligent performance of definite tasks or for the efficient discharge 
of job responsibilities. It definitely includes the possession of such skills 
and “doing abilities” as are required by the jobs to be done. It also com- 
prehends the ability to think clearly on problems arising out of the job and 
its responsibilities, and to exercise sound judgment in making decisions al- 
fecting work. Lastly, it includes those mental attitudes and habits of 
thought which are suggested under the general term “morale.” ‘The latter, 
as executives fully appreciate, is hard to develop and easy to lose. At the 
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same time, it is of inestimable value, because it definitely affects the general 
working efhiciency of an organization. 

‘Training cannot profitably be entirely segregated from work operations. 
(his has been attempted so many times that the negative results which 
usually follow should be more clearly recognized than they are. Under 
certain conditions, preparatory training apart from the job has a legitimate 
place. Because of the fact, however, that training is so intimately bound 
up with work experience on the job, it is the part of good management and 
sound common sense to bring about a desirable relationship between train- 
ing and the function of supervision on all levels. 

Much training is best and most efficiently given on the job. In fact, 
on-the-job training is fundamentally in complete accord with the three 
basic laws of learning, i.e., the law of readiness, the law of exercise, and the 
law of effect. 

When a person is confronted with a job which he is potentially able to 
do and is interested in learning how to do it in order to hold his job, the 
law of readiness is definitely satisfied. Such a situation presents as good an 
incentive for learning as could ever be found. 

The second law of learning, the law of exercise, is satisfied when a per- 
son is trained on the job, because he has immediate need for applying what 
he has been trained to understand and to do. He is not expected to become 
interested in learning something which he may have occasion to use in the 
distant future. He is confronted with the need for applying his training to 
his immediate job, and in so doing he learns effectively. 

The law of effect is likewise satisfied through on-the-job training. If 
a good job of training is done and the new employee is intelligently dealt 
with by his superiors, he will get satisfaction out of his work and feel secure 
in his job. In general, he will be better satisfied with his prospects than he 
would have been if he had been left to learn by the pick-up method. 

From another angle, intelligent handling of on-the-job training tends 
to develop the confidence of a new employee in his ability to make good. 
This appeals to his desire for security. Consciousness of being able to make 
good on the job, together with the other elements which have been men- 
tioned and others which could be included, definitely tend to satisfy the 
third law of learning. 

It should be perfectly obvious that the most important values to be 
derived from a good training program are realized when the outcomes of 
the training at all stages are incorporated into the regular work operations 
of the organization. ‘The degree to which this can be accomplished depends 
very largely upon the efficiency with which the supervisory function is 
performed. In this connection, the importance of the first-line supervisor 
in immediate charge of work groups can hardly be overemphasized. This 
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idea suggests that a well-conceived training program for first-line supervis- 
ors, designed to improve their ability to do a good job on their supervisory 
level, may often be one of the most important phases of a functional train- 
ing program. 


BASIC CONDITIONS FOR EFFICIENT FUNCTIONING 


Experience and observation of results secured in a large number of 
industrial and business organizations indicate very clearly that two basic 
conditions must prevail if a training program is to function efficiently. 
These are: (1) Executive support based upon a full appreciation of the 
importance of training, and an understanding of the ways and means which 
may be employed in carrying it out, and (2) efficient supervision throughout 
the organization. 

Experience definitely indicates that training programs are seldom as 
successful as they might otherwise be, when they are initiated at some inter- 
mediate point in an organization, without the full understanding and sup- 
port of executives and department heads. On the other hand, there is con- 
siderable evidence to support the theory that the best results are likely to be 
secured when the problem is approached from the top downward. In other 
words, the top executives must be convinced of the need for training and 
the values which can be derived from a good program efficiently handled. 
Moreover, they are in a position to identify a considerable number of spe- 
cific training needs. In the same way, executives on all intermediate levels, 
down through the first-line supervisors, should be well informed with respect 
to the training program and should make their point of view available in 
connection with the determination of needs and the setting-up of training 
objectives. It is always important that executives on all levels should 
clearly understand (1) the methods and procedures to be followed in carry- 
ing on a training program, and (2) the philosophy back of the entire effort. 

It has seldom been found possible to operate training programs with a 
high degree of success in the absence of efficient supervision on the job. 
Consequently, foremen, leading men, and other supervisors close to the 
places where the work is done play a most important part, both in organiz- 
ing the training program, and in contributing to its successful operation. 

Finally, it may definitely be stated that eflicient training programs 
should not add to the overhead cost of doing business. Training should be 
worth more to an organization than the cost of keeping it in operation 
under competent leadership. ‘To expect that any training program should 
be continued indefinitely if it actually added to the cost of operation would 
be foolish to say the least. ‘To deal with the training problem as a business 
proposition and to expect results which can be recorded in “black” would 
appear to be a sensible attitude toward it. 
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MERIT RATING AND LABOR MANAGEMENT 


By ASA S. KNOWLES 
Dean, College of Business Administration 
Northeastern University, Boston 


What methods of rating worker performance are most accurate? What are the 
dangers and limitations of rating systems? Should employees be shown their 
ratings? An objective scrutiny of these and related problems is made in this study 
of contemporary merit-rating practices, which also outlines a recommended rating 
scheme. The content of the article is based on Dean Knowles’ “Merit Rating in 
Industry,” a research study recently published by Northeastern University. 


ATING of individuals is not new—it has always been a subconscious 

mental process of every social and business relationship. Comparatively 

recent, however, is the willingness of industrialists to use merit rating as an 
accepted policy of labor management. 

Merit rating is a tool for measuring the effectiveness of employees on 
their jobs—a tool for appraising the relative qualities of their different 
personalities with respect to the jobs they fill. It attempts to minimize the 
amount of subjective judgment usually found where individuals appraise 
one another, and to substitute, if possible, objective measures to appraise 
the individual differences which at present are almost universally handled 
subjectively. It is primarily useful in evaluating worker performance on 
the job, and it is in this field that its chief advantage is to be found. (Merit 
rating may be used for other purposes and in conjunction with various 
tests—vocational, intelligence, etc.—but these uses are as yet comparatively 
less important, and since they require different procedures they are better 
left to separate treatment.) 

Merit rating has become a requisite of good employer-employee rela- 
tions in nearly all types and sizes of industrial organizations, because it 
provides an effective medium for avoiding arbitrary supervisory attitudes 
toward labor. For the large firm its use partially overcomes the lack of 
familiar contacts found in the smaller shops, which are so essential if men 
are to be properly appraised and employed to best advantage. It has a 
similar advantage in the medium-sized shop, depending upon the degree 
to which supervisors and employees can develop mutual understandings. 
In the small organization, however, its value is largely restricted to the 
category of useful knowledge—the small business or industry has a natural 
advantage in close relationship between management and labor. 

The current emphasis on merit rating grows out of an attempt to seck 
scientific means for coping with these problems: 
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The strides of organized labor and the consequent need for specific 
data upon which to base decisions with respect to problems of personnel 
in which organized labor has a recognized stake. 

A growing interest in human problems in industry and, particularly, 
the need for measuring differences in individuals by means of some reliable 
tool. 


A recognition that much labor strife is based on misunderstandings— 
particularly in large organizations where men do not know one another 
and, therefore, the need exists for some device to force supervisors to study 
their men. 

A realization that good labor-management means profit and that the 
way to maximum productivity at low cost is to have the right man in the 
right job. 

The growing appreciation of the public-relations advantage to be 
derived from having a sound labor-management relationship based on 
scientific principles. 

The development of a sense of responsibility to the community. Fear- 
ing to add to the numbers of unemployed without adequate cause, manage- 
ment often uses a system for rating individuals as the scapegoat. (This is 
unfortunate.) 

It is highly important for those who are just getting acquainted with 
merit rating to recognize that it has definite limitations. Regardless of 
the quality of the plan being used, the results achieved can never be better 
than the judgment, honesty and fairness of the men operating it. Further- 
more, no rating system can ever replace leadership—there is no adequate 
substitute for an ability to inspire men to do their best. Merit rating is 
merely a tool which when properly wielded provides composite opinions 
of employees based on uniform, scientific procedures rather than the snap 
judgments of individuals. It is a means, not an end, in itself. Finally, it 
is not a mechanism for setting wage rates but rather a tool for testing their 
adequacy. Its greatest value in this connection (wage determination) is 
when it is used in conjunction with job evaluation. The latter determines 
the base rate paid to those who meet the requirements of a job, and merit 
rating the wage differential to which each is entitled on the basis of in- 
dividual differences. 


METHODS OF RATING WORKER PERFORMANCE 

There are many schemes and systems for rating the effectiveness of 
individuals, but those which have proved most profitable may be grouped 
into these four classifications: 

(1) The Graphic Rating Scale: It is first decided what traits are to 
be measured. These are then both named and described at one 
end of a line about five inches in length. Short, descriptive phrases 
appear at regular intervals beneath the line. The rater places a 
check mark on the line at whatever point he believes the dlescrip- 
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ic tive phrase most nearly fits the worker under consideration. By 
el} means of a scoring stencil, it is possible to determine numerical 
values equivalent to the check marks on the rating sheet. (See 
y, Figs. 2 and 3.) 
(2) Rating by Letters: Just as the achievement of a student may be 
| indicated by a letter (A, B, C, D), it is possible similarly to measure 
aa and classify workers as “E” for Excellent, “F” for Fair, etc. Since 
few people have the same conception of what these letters mean, 


- it is very difficult to compare letter ratings, and therefore competent 
authorities do not regard letter rating as a desirable technique 
he to use. 














” (3) Rating by Grouping: Educators have long recognized that the 
hn frequency of occurrence of certain intelligence levels among large 
groups of students may be expected to form a bell-shaped curve 
~~ % when represented graphically. In like manner it is assumed that 
large groups of workers will form a similar curve (perhaps slightly 
oll skewed as modified by social conditions). (See Fig. 1.) 
re- 
a The distinctions between groups are not always clear, as shown in 
Fig. 1, for an individual may be placed in re B and still be 
th ) rated at the point of demarcation of Groups A and B. Therefore, 
this method of rating can never be wholly accurate. Its primary 
of advantage is the ease with which it may be used and understood. 
er | It is more accurate than letters and is simple to install. 
ol . © For detailed discussion and reference, see Asa S. Knowles’ “Merit Rating in Industry,” 
ite Research Bulletin No. 1, Northeastern University Publications, February, 1940, page 6. 
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(4) Specific Items: Newest among rating techniques and, therefore, 

perhaps less used is rating by means of specific items. Several 
traits are listed to be checked as existent or non-existent in the 
individual being rated. 
The “specific items” method introduces speed into rating, but it 
is important to bear in mind that its success depends entirely upon 
the care with which the rating form to be used is prepared. Those 
who contemplate using it must avoid prejudices and bias insofar 
as possible and test the reliability of whatever form is prepared by 
comparing the results with forms of known reliability. 


CONTEMPORARY MERIT-RATING PRACTICES 

In order to ascertain the experience of industrial firms having merit- 
rating plans in operation, a questionnaire survey was conducted under the 
supervision of the author. Space does not permit a complete presentation of 
data obtained from 43 firms cooperating in the study and having merit- 
rating plans, but the following brief summaries of the major points about 
which information was sought’ are both significant and timely: 

Present Uses—Among the purposes for which the rating of employees 
is conducted, the most common are promotion, transfer, wage determina- 
tion, layoff, hiring, uncovering individual weaknesses, and forcing super- 
visors to study workers. ‘There are, in addition, these occasional uses: study 
of qualifications of key men, determination of prize awards, grievance ad- 
justment, loan credit, evaluation of training program, evidence in complaint 
following layoff, and follow-up by employment department. 

Classes of Employees Rated—There is a growing tendency to rate both 
plant and office employees. Firms cooperating in the merit-rating ques- 
tionnaire survey reported these groups as being subject to rating systems 
(figures represent number of times mentioned in replies): 


All Employees 4 

Plant Office 
Direct Laborers 31 Office Workers 15 
Indirect Laborers 26 Salesmen 8 
Supervisors 16 Executives 8 
Salaried Clerks 1 Engineers 1 
All Hourly-Paid Help 2 


Who Does the Rating—There is no universal method for rating indi- 
viduals, and because a single department cannot to advantage become 
acquainted with workers in all divisions, merit rating is most often placed 
under the direction of a committee. The personnel of the committee must 
depend upon the size and type of organization, as well as the ability of the 
men available. ‘Typical committee organizations reported by industry are 
as follows: (1) foremen, supervisors, department heads, representatives of 


2 For complete tabulation of data, number reported, etc., see A. S. Knowles’ “Merit Rating in 
Industry.” 








per: 


and 


tho 
of | 
whi 
con 
bet 
real 
so 1 
be 


use 
the 
all 

abl 
con 
trez 


enc 
eve 
acc 
as | 
ans 
for 


pre 
the 
m0 
tio} 
var 
tist 
not 
pal 


mu 
doi 
me 
the 
col 
du: 


rT eS 


ey a 6 


—= ye 


h 


iS 


Fe 


of 


in 








EMPLOYEE MERIT RATING 33 


personnel department; (2) foremen, representative of personnel department, 
and (3) superintendent, assistant superintendent, personnel manager. 

The Training of Raters—Common practice in training raters is to give 
those doing the rating an instruction sheet (usually a set of rules at the top 
of the rating sheet itself) or to give them access to a discussion group in 
which the rating procedure is clarified by questions and answers. Some 
companies provide courses in rating. Still others, however, feel that it is 
better to give no instruction at all. However, if rating plans are to have 
real usefulness, there is an imperative need for thorough training of raters 
so that they will understand the theory of rating plans, the application to 
be made of them, common errors of raters, and other pertinent facts. 

Standardizing the Instructions—The secret of good ratings lies in the 
use of standard values, because they limit the possible interpretations which 
the rater may make in rating others. It is highly desirable, therefore, that 
all instructions given to raters be standard. This not only insures a reason- 
able uniformity in the results for purposes of comparison, but also builds 
confidence in the rating program—those who are being rated want to be 
treated alike. 

Deliberation in Rating—Vhe majority of rating committees seem to 
encourage whatever deliberation is necessary to assure fair ratings. How- 
ever, there are a number who believe that first reactions are often the most 
accurate and, therefore, the rater should be instructed to make his ratings 
as quickly as possible and without any particular deliberation. ‘The final 
answer to this moot question must depend a great deal on the use intended 
for the results and the intelligence of those doing the rating. 

Prejudice and Bias in Rating—It is nearly impossible to eliminate all 
prejudice and bias in any rating program, but most companies rely upon 
the following as restraining influences: (1) original ratings from two or 
more independent sources; (2) checking of ratings by superiors; (3) addi- 
tional emphasis on the need for objective judgment (the measurement of 
various factors on the basis of specific records). It is possible to use sta- 
tistical correction to allow for the tendency of raters, but this procedure is 
not nearly so desirable as the use of factual information based upon com- 
pany records of spoilage, waste, etc. 

Checking the Results—l{ prejudice and bias are to be kept at a mini- 
mum, ratings should be checked by the superior directly above the person 
doing the rating, and, if possible, checked further by the personnel depart- 
ment. The questionnaire survey revealed that 27 of 31 companies have 
their ratings checked by one of the following: personnel department, 
comptroller, superintendents, special committees, production manager, in- 
dustrial relations department, next superior to the rater. 

Justification of Ratings—Employee ratings become reliable tools of 
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personnel procedure only when the rater can justify or give adequate reasons 
for his various decisions. ‘The possibility of being called upon to do this 
forces the rater to ponder when making his rating. In addition, it prevents 
the use of “bygones” to prejudice his conclusions. For example, a man may 
have performed certain actions in a previous rating period which should 
have no bearing in the period under consideration but which may influence 
the rating if they still remain in the mind of the rater. ‘Twenty-five out 
of 37 companies expressing their policy for purposes of the survey stated 
that they require raters to be able to justify their ratings with specific in- 
stances and reasons. ‘The remaining 12, however, do not believe justifica- 
tion is necessary. 

Employees’ Knowledge of Ratings—Most companies appear to be uncer- 
tain regarding the desirability of showing ratings to employees. ‘This is 
due in part to misunderstandings regarding the fundamental purposes of 
rating. It is the writer's opinion that a primary purpose of rating programs 
is to point the way to correcting individual weaknesses. Therefore employ- 
ees should be informed of their ratings and encouraged to overcome personal 
shortcomings. ‘To surround ratings with unnecessary secrecy breeds distrust 
and sows the seeds of potential labor trouble. On the other hand, a sincere, 
impersonal discussion of an individual's rating with him cannot fail to 
impress him with the employer's honesty and fairness, and at the same time 
encourage him to improve himself. 

Consideration of Previous Ratings—Undoubtedly previous ratings 
should be disregarded in the re-rating of an employee. When a new rating 
has been made, however, the previous rating can then serve as a useful check. 
If serious discrepancies between the two ratings occur, there should be both 
discussion and investigation before a final decision is reached. That many 
companies take previous ratings into consideration in re-rating an employee 
is borne out by replies from 34 companies having experience to report; 20 
are opposed to this procedure, while 14 definitely follow it. 

Measurement and Comparison of Ratings—In order that merit-rating 
plans may be more than a mere conglomeration of expressed opinions, it 
is necessary to reduce the completed rating sheets to some comparable basis. 
The usual method is to divide the traits measured into groups by verbal 
description, and then assign numerical values to each group. By this means, 
a total score for each employee may be computed which will provide a 
simple and understandable basis of comparison. 

Frequency of Rating—Most companies have found it desirable to 
adopt a regular rating schedule procedure. For the most part, these require 
that ratings be made once or twice a year. In the case of new employees, 
common practice is to make ratings once a month for the first six months 
and thereafter according to the regular schedule. 
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Any company planning to use merit rating should formulate its own 
program. It is very seldom that an existing plan exactly fits the needs of 
another organization. Moreover, the background and knowledge gained 
by devising a system more than compensates for the time and cost—the super- 
visors and employees have more confidence in a plan which they have 
formulated. Not only will they have a better understanding of it, but they 
will also have an interest in making it work successfully. 


FUNCTIONS OF RATING COMMITTEE 


The committee responsible for the development and operation of the 
rating program should be under the direction of some impartial chairman 
(preferably a representative of the personnel or industrial relations depart- 
ment), and its duties and functions should be these: 

1. Deciding the purpose of rating and who will be rated 

2. Developing and weighting the rating sheet 

3. Determining the rating procedure: 

(a) Who will rate 

(b) How often 

(c) Who will check 

(d) How scored and copies to whom 

4. Establishing and operating a training program for the raters 

5: Developing and carrying out educational program on rating among 

employees. 

In the early stages of the development of the rating program, the com- 
mittee must distinguish carefully between (1) the factors which apply to 
the job and its requirements, and (2) the factors which measure the effec- 
tiveness of individuals filling these jobs. The latter are the sole concern 
of merit rating. 

The first step is to define the scope and aims of the rating plan under 
consideration, i.e., what employees will be rated and for what purpose. 
Then painstaking care should be devoted to the selection and classification 
of the traits which when measured will provide reliable and useful informa- 
tion in keeping with the original purpose of the rating plan. 

By way of illustration there follows a list of major classifications and 
appropriate subdivisions of traits, prepared after careful study of 43 rating 
programs now in operation, and intended for use in rating shop personnel: 

(1) Performance: Traits which bear directly on what the worker does 

on his present job—accuracy or quality of work, speed or quantity 
of work, efficiency or use of working time, job knowledge. 

(2) Potential: The traits which measure capacities for growth—intelli- 

gence, ability to progress, and leadership. 

(3) Behavior: Traits indicative of the attitude of the individual, his 

application to his work, and influence on general morale—versa- 
tility, attitude, safety record, attendance. 
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(4) Labor's Factors: Vhe traits which reflect the employee's point of 
view (his right to the job)—citizenship, number of dependents, 
length of service. 

(5) Personality: The traits which show how the employee fits into the 
group in which he works, and which also influence his develop- 
ment—cheerfulness, initiative, loyalty, and enthusiasm. 


THE RATING SHEET 


The finished rating form will not consist of the terminology used in 
classifying the traits to be measured; the wording must be rearranged with 
a view to lending simplicity and ease to the rating procedure. 

A suggested rating sheet weighted to a maximum of 500 points is 
presented in Fig. 2. In the belief that a rating program with a single 
purpose is productive of the best results, this one has been devised for 
rating productive workers only, and to be used in conjunction with a job 
evaluation program for wage determination.’ 

In addition, this particular sheet has been prepared to call attention 
to the subjective and objective aspects of every rating. If merit rating is 
to minimize subjective judgment of individuals, objective measures must be 
introduced into employee rating wherever possible. For example, an em- 
ployee’s job knowledge is usually based upon a rater’s personal opinion. 
Without clear-cut job analyses and descriptions, the ratings become almost 
meaningless; therefore the rating of this factor (job knowledge) is perhaps 
more fairly accomplished through objective measures of quality and quan- 
tity as discussed below. They reflect accuracy, speed, efficiency in use of 
working time, etc. 

The upper part of the rating sheet presented in Fig. 2 is to be filled 
in by the foreman and when completed presents his opinion (subjective) 
of the employee's attitude, initiative, leadership, etc. ‘The lower part (ob- 
jective) is to be completed after the foreman makes his rating, in order to 
prevent its content from influencing the foreman’s opinion, and should be 
done in the departments where the records on quality, quantity, etc., are 
available. ‘The maximum possible score for subjective factors is 165 points. 
The subdivision of these is shown on the scoring stencil which is superim- 
posed on the rating sheet to determine the numerical values equivalent to 
the foreman’s rating. (See Fig. 3.) The maximum score for the factors 
measured objectively is 335, and these factors should be rated as follows: 

Quatity—The point ratings for quality must be calculated from spoil- 
age records. When these records are complete, it is possible to figure a 
2 This rating form is designed for use with a job evaluation plan based upon 1000 points. (See 
Knowles, A. S., and Means, F. C.: ‘‘A Survey of Job Evaluation as Used by Industry in Deter- 
mining Base Rates.”” N. A. C. A. Bulletin, Vol. XX, No. 7, December 1, 1938, page 384.) This 
ratio of 500 to 1000 may easily be varied according to the emphasis which the committee in charge 


of the program wishes to place upon merit rating. The stronger this emphasis, however, the 
greater will be the incentive value of the plan. 
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Note: Estimate scores to the nearest whole number. 
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spoilage median for each job. By dividing each employee’s spoilage into 
the per cent normal and subtracting from the normal, a per cent deviation 
for each employee is obtained. ‘This figure is then convertible into rating 
points by use of a chart similar to that shown in Fig. 4. The rating for an 
employee whose deviation is —4 and who is working with material valued 
at 60 cents per unit will be found to be 50 if we glance at the interception 
of the vertical column at —4 and the horizontal column at 60. This table 
assures that employees having low spoilage records will be rewarded in 
proportion to the value of the material with which they are working. 
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Quantiry—Figure 5 provides a simple procedure for calculating a 
quantity rating score. After computing the median production of the 
employee for the period, a per cent efficiency from which the rating can 
be arrived at in Fig. 5 may be obtained by dividing this number by the 
standard production. 

CirizensHip—An employee should be given no points if not a citizen, 
5 if he has taken out his first papers, and to if a citizen. 
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ABsENCES—Score for the number of unexcused absences is based upon: 








No. of Absences Score 
oO 25 
l 22 
2 1s 
3 13 
4 7 
5 or more Oo 


DANGERS OF RATING SYSTEMS 

The primary sources of danger in rating programs are the rater himself, 
the vating form, and the use of the results. 

The Rater—No human being is absolutely free of prejudice and _ bias, 
and opinions about others change with varying moods of the individual. 
Moreover, it is an exceptional person who does not allow dominant per- 
sonality traits of others to influence his opinions unduly. 

As checks on these, the rater should be required to justify his ratings 
with specific reasons and incidents, and all ratings should be reviewed by 
superiors as well as compared with previous ones. 

The Rating Form—All rating sheets will reflect the care exercised in 
their preparation. If terms are ambiguous, and definitions printed in such 
small type that raters are tempted to skip them, or if traits are vague, the 
results obtained through use of such a form are likely to be unsatisfactory. 

The appearance of the form is important, too. A mimeographed form 
or one printed on flimsy paper lessens the importance those doing the rating 
will attach to it. 

The Use of the Results—Yhe current tendency to accept numerical 
rating scores as accurate measures of employees is a dangerous trend. Rating 
scores are subject to error, and in any event each rating is only a guide. 
Rating is not an end in itself, it is a means to an end; the completed rating 
sheet ought to provide a basis for investigation of employee shortcomings— 
not just a system for their arbitrary classification. 

Another great danger in the use of merit rating exists where there is a 
lack of confidence in the results to be obtained through rating. This is 
often caused by either improper understanding of the rating program or a 
failure to recognize the importance of having supervisors and those who 
are to do the rating cooperate in the development of the plan at its incep- 
tion. Raters will want to make any plan work that they have helped to 
develop. 

There is always a danger that ratings may become irksome to those 
who must make them. When made too often, they are regarded as a 
nuisance, and the results suffer from haste on the part of the raters, yet 
it is important that ratings be made with sufficient frequency to really 
measure employee progress. 
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Finally, the whole rating program is perhaps subjected to its greatest 
possible danger when it is used as a basis for employer-employee discus 
sions. Foremen must be taught to use merit rating data in an impersonal, 
friendly, constructive manner, or the animosity and distrust aroused will 
forestall every intended benefit for both management and labor—it must be 
realized we are still dealing with human beings! 


SOME QUESTIONS AND ANSWERS 
ABOUT 
OLD-AGE AND SURVIVORS INSURANCE 


By JOHN J. CORSON 
Director, Bureau of Old-Age and Survivors Insurance 


Social Security Board 


Last May, John J. Corson of the Social Security Board, speaking before the Spring 
Conference of the AMA Insurance Division, answered a group of questions pro- 
pounded by AMA members on old-age and survivors insurance. The series 
covered so many frequently-asked questions about the Social Security Act that it 
was decided to reprint them in this issue of PERSONNEL for the interest of per- 
sonnel executives and personnel departments. Mr. Corson has added certain 
material to the original series and brought the figures in several of the questions 
up to date. 


Question: Will an individual who is otherwise entitled to old-age insur- 
ance benefits receive them if he returns to work? 

Answer: The benefit payments of an individual otherwise entitled to 
benefits are suspended for each month in which he renders services in em- 
ployment covered under the program for wages of $15 or more. Likewise, 
a wife’s or child’s benefit payment is suspended for any month in which the 
wage earner upon whose wages the benefit is based earns $15 or more in 
covered employment. Benefit payments are not suspended because of work 
in non-covered employment or because of earnings of less than $15 a month 
in covered employment. 


Question: When is the widow of a worker who dies after having been 
regularly employed in covered employment entitled to insurance benefits? 
And what of the worker’s children? 

{nd what of tl } hildren? 
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Answer: A worker who was regularly employed in covered employment 
may be presumed to have been “fully insured.” If so, his widow is entitled 
io benefits upon application, if she has not remarried, if she was living with 
her husband at the time of his death, if she is not entitled to benefits in her 
own right of an equal or greater amount, and if she either (a) has attained 
the age of 65 or (b) has in her care a child of the worker who is entitled 
io receive child’s benefits. A child is entitled to benefits upon application, 
if he is unmarried and has not attained the age of 18, and if he was de- 
pendent upon the worker at the time of the worker’s death. A child over 
16 and under 18 must be attending school regularly in order to receive the 
benefits. 

Even if the worker was not fully insured, but had been paid at least 
$50 in covered employment for at least 6 of the 12 calendar quarters im- 
mediately preceding the quarter of his death, the benefits to his children 
and to his widow having the children in care would be payable if all the 
other requirements mentioned are satisfied. However, benefits to widows 
over age 65 who do not have children of the deceased worker in their care 
are payable only if the worker was “fully insured.” 


Question: An employee of many years’ service, who is about 60 years of 
age, is suddenly incapacitated due to a heart condition. While both the 
employee himself and the employer expect the man to recover, his doctors 
are not encouraging in their reports. Prior to the illness he was earning 
$300 per month. This amount was continued for a few months, then re- 
duced to $100 per month. It is carried as a regular payroll item and reported 
on forms SS 1a and 1b. Both the employer and employee are paying the 
regular 1 per cent old-age benefit tax quarterly. 

When the employee reaches 65, will the amounts he has received during 
his illness be counted as wages and qualify him in each quarter, and will 
the amounts so received be counted in determining his average monthly 
wages? 

Answer: Amounts paid employees or for employees are wages only if 
paid in compensation for services rendered, though such services do not 
necessarily have to be rendered concurrently with wage payments. Section 
209 (a) (3) (B) specifically excludes from the definition of wages any pay- 
ments made to an employee under a plan or system, established by an em- 
ployer, which provides disability or death benefits for his employees gen- 
erally or a class of his employees. 

A definite decision can be made only in individual cases, after the 
complete facts are known, as to whether amounts paid to employees or 
former employees are disability benefits made in accordance with an estab- 
lished plan or whether they are wages. The fact that taxes with respect to 
the payments in question are accepted by the Bureau of Internal Revenue 
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would not be conclusive, or binding on the Social Security Board, particu- 
larly if the taxes were accepted without full knowledge of the facts of the 
case. Likewise, the fact that the employer charged certain items to the 
regular payroll account might be regarded as evidence, but would not 
necessarily be conclusive. 


Question: Where do workers or their widows file their claims for old- 
age or survivors insurance benefits? 

Answer: Claims for benefits under the old-age and survivors insurance 
program should be filed at the nearest field office of the Social Security 
Board. ‘The address of the Board office can be obtained at the local post 
office. “here are 472 Social Security Board field offices, and itinerant service 
is maintained at over a thousand other points throughout the country. 

The field offices supply each claimant with the necessary forms for filing 
an application for benefits, and with any information or other assistance 
which he may need to complete the forms correctly, including information 
as to the proofs, evidence, etc., required. ‘The field offices also furnish any 
further explanation desired relative to the old-age and survivors insurance 
program or to the other programs operating under the Social Security Act. 


Question: What part are employers playing in assisting their older 
workers in filing claims when they retire? To what extent are employers 
generally assisting the survivors of workers who die to file claims for benefits? 

Answer: The employer's primary responsibilities in connection with 
claims for benefits consist of making complete and accurate returns to In- 
ternal Revenue of wages paid to each employee and of furnishing to each 
employee statements of his taxable wages. ‘There are, however, a number of 
additional services that employers are rendering to both older workers and 
survivors of deceased workers. It is usually necessary in preparing a claim 
for benefits to complete a report (Form OAC-1001) showing the wages for 
the most recent quarters which are either not yet reported to the Bureau 
of Internal Revenue or not yet available in the individual records of the 
Social Security Board. 

In addition, many employers aid their employees in securing acceptable 
proof of age and marriage, and other evidence required to support a claim. 
The degree of assistance which employers are giving their older workers and 
survivors of workers varies, of course, among different employers. Some 
larger employers help to develop the complete claim with all forms and 
proofs required, while others do not feel obliged to do more than complete 
the form OAC-1001. 


Question: To what extent are employers continuing older workers in 
employment to enable them to qualify for insurance benefits? 
Answer: There is, of course, no quantitative measure of the extent to 











EEE ee 





w! 
th 
th 


en 


sO 


ar 


e 
eC 














~ 


ww EEE rrr ee” 





OLD-AGE INSURANCE QUESTIONS AND ANSWERS 45 


which employers are continuing older workers in employment to enable 
them to qualify for insurance benefits; reports from the field offices indicate 
the number of such cases to be substantial. ‘The purpose for which the 
employment is given does not affect the remuneration’s being considered as 
“wages,” so long as there is a bona fide employer-employee relationship and 
so long as actual services commensurate with the remuneration received 
are rendered. 


Question: Can you give us a concrete illustration that we can follow to 
establish the difference between wages paid for personal services and gratut- 
tous payments? Can it be determined how long an employer can pay an 
employee disabled by sickness or accident and have it classified as wages? 

Will an employee who reports for work and remains at work only one- 
half day each week but is paid his full weekly pay be classified as a regular 
employee, and will the amounts so paid be counted in checking to establish 
his eligibility for old-age benefits? 

Answer: Essentially wages are remuneration for services rendered, 
though such services do not necessarily have to be rendered concurrently 
with the wage payments. The definition of wages specifically excludes, 
under section 209 (a) (5), dismissal payments which the employer is not 
legally required to make, and, under section 209 (a) (3) (B), payments to 
a disabled employee, if such payments are made under a plan or system 
established by an employer which makes provision for disability benefits 
for his employees generally or for a class of his employees. Whether or not 
the payments made are in accordance with an established plan or system 
would have to be determined in individual cases. It would not be advisable 
to give illustrations, since the final decision can be made only in view of 
the complete facts in each individual case. 

The answer to the specific example cited could be given only on the 
basis of the complete facts in an actual case, but would depend on whether 
the employee was considered to be rendering (or to have rendered) services 
commensurate with his rate of pay. Apparently in this case we may assume 
employee is not rendering such service. 


Question: Exactly what is the status of the so-called John Doe accounts? 
To what extent do they endanger the insurance system? 

Answer: Because of widespread popular misconceptions concerning the 
so-called John Doe items, there is given below a complete explanation as 
to what they are and to what extent they affect the old-age and survivors 
insurance program. 

Each calendar quarter employers covered by the Federal Insurance Con- 
tributions Act are required to file with the Bureau of Internal Revenue 
an itemized statement of the taxable wages paid to each employee during 








46 PERSONNEL 


the quarter. Among these wage reports there are found some items which 
cannot immediately be processed for the purpose of posting to the indi- 


vidual ledger sheets because they were reported either incompletely or 


incorrectly. 

For the first year of operation of the system, 1937, the wage reports 
carried a relatively high number of incomplete items because employees had 
not yet been educated to the importance of obtaining account numbers and 
giving them to their employers, and the employers did not yet sufficiently 
appreciate the necessity of complete reporting with an account number for 
each wage item. In that year 10 per cent of all the wage items reported by 
employers were reported without account number, although the amount of 
wages represented by these incomplete wage items was only 2.75 per cent 
of the total payroll of $28,491,630,000 reported for that year. 

This brings out the fact that most of the wage items reported incom- 
pletely are of relatively small amount. They usually are for part-time or 
itinerant employees who work for only a few days or weeks for a particular 
employer and then leave without having made their account numbers known 
to him. This situation has improved greatly with each succeeding report- 
ing period, and for the most recent quarter the number of incomplete items 
reported was relatively small, comprising approximately 1 per cent of the 
total number of wage items and representing less than 14 of 1 per cent of 
the total wages reported for the quarter. 

Both the incomplete and incorrect items are given special consideration 
in the Social Security Board’s Accounting Division, so that a large propor- 
tion of them are identified from information already in the records. The 
remainder are referred to the Board’s field offices, which aid in identifying 
them by going back to the employers responsible for the reports. ‘Through 
this process the large majority of the items have been identified and posted 
to the proper individual ledger sheets, and only a small percentage remains 
unidentified. 

In the meantime these items are by no means lost to the individuals 
to whom the wage credits belong. The process of identifying the items in 


suspense is continuously going on. ‘There are two files of these suspense | 


items, one by name of the employer, and one in alphabetical sequence by 
the employee’s name, both of which are available for reference on any claim 
for benefits. Whenever a claim comes in, a search of the suspense files is 
made in order to make sure that all wages earned by the wage earner con- 
cerned are posted to his account before the amount of his benefit is com- 
puted. Thus the chance of any individual losing even a small part of his 
benefit because of wage items incompletely or incorrectly reported is very 
small. ‘That this has proved true is indicated by the satisfactory experience 
on over six hundred thousand claims which have been paid, and approxi- 
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mately four hundred thousand requests for statements of wage accounts 
which have been satisfactorily answered. 


The following figures are pertinent: Of 312,049,000 wage items received 
lor the calendar years 1937, 1938, and 1939, a total of 28,622,000 was 
originally reported by employers either incompletely or incorrectly. As of 
July 25, 1940, more than two-thirds of this latter number had been identi- 
fied, so that there remained in suspense only 9,274,000 items, representing 
less than 3 per cent of the total number received. It should be made 
clear that these figures refer to the number of wage items, and not indi- 
viduals. A wage item is the report made for a single employee by a par- 
ticular employer for a given reporting period. An employee who has several 
different employers during a reporting period will have several wage items 
reported for him—one from each employer. Furthermore, an employee who 
remains with the same employer all the time will have one wage item 
reported for him each quarter of the year. The number of different indi- 
viduals represented by the wage items in suspense is, of course, indetermi- 
nate until the items are definitely identified. We are reasonably certain, 
however, that the number of individuals affected is much lower, because 
undoubtedly most of the items are in connection with itinerant workers who 
move around often and have several items reported for them in a calendar 
quarter. 


The situation is even more favorable if the amount of wages involved 
is considered. Of more than 84 billion dollars reported by employers for 
the calendar years 1937, 1938 and 1939, icss than two-thirds of 1 per cent, 
or 559 million dollars was in suspense as of July 25. This, of course, rep- 
resents less than 11.2 million dollars in tax payments, as the tax rate is 
1 per cent each from employers and employees. Since the routine investi- 
gation of 1939 wage items has not yet been completed, these figures will 
be still further reduced within the next few months. Even after this 
regular investigation is completed, the number of items and the amount 
of wages in suspense will gradually decrease through the continuing process 
of referral to the suspense file and positive identification of its contents. 


Question: How many claims for benefits have been recetved? What is 
the size of the benefits that are being paid to workers, and to widows? 


Answer: During the first six months of 1940, a total of 164,334 claims 
for benefit payments was allowed, inciuding 108,604 claims for monthly 
benefits and 55,730 for lump-sum death payments. These figures do not 
represent the total claims received, as the latter would also include claims 
received in the Board’s field offices or in Washington which had not yet 
been finally adjudicated, as well as claims which had been disallowed. 
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The following is an analysis of the claims which have been allowed: 


MONTHLY BENEFITS 





Number of Total Monthly Average 
Claims Rate of Monthly Rate 
Pavable to Allowed Payment of Payment 
Aged workers 62,166 $1,390,276 $22.36 
Aged wives of aged workers 12,834 154.950 12.07 
Children of aged o1 
deceased workers 23.386 287,473 12.29 
Aged widows of deceased workers 1,053 21,806 20.71 
Widows of deceased workers having 
children in their care 8,942 179,119 20.03 
Wholly dependent aged parents ol 
deceased workers not survived 
by widow or children 225 2,900 13.00 
Total monthly benefits 108,604 $2,036,530 $18.75 


LUMP-SUM DEATH PAYMENTS 





Number of Total Average 
On account of Claims Payments Payment 
death occurring Allowed Allowed Allowed 
During 1940 26,120 $3,434,862 $131.50 
Before 1940 29,610 2,529,921 85.44 
Fotal lump-sum death payments 55-730 $5,964,783 $107.03 


In this table an aged worker refers to an individual under the amended act 
age 65 or over. Children are unmarried dependent children under age 18 as 
defined in the amended act, and wives, widows and parents have the some- 
what restricted meaning defined in the Act. Lump-sum payments on account 
of death of insured individuals during 1940 are made only where the indi- 
vidual is not survived by any person who could become immediately 
qualified to receive monthly benefits. “The number of such claims is some- 
what in excess of the number of deceased workers with respect to whose 
wage records payments were allowed. Lump-sum payments on account of 
deaths before 1940 are those provided for under the original act. 

It should be noted that the number of claims on which payments have 
actually been made, as well as the amounts actually paid, has been some- 
what lower than the figures shown. ‘This is due to the operation of sec- 
tions 203 and go7 of the Social Security Act, as amended, which under 
certain conditions provide for deduction from, or suspension of, benefit 
payments. 

Question: What was the effect of the 1939 amendments on (a) the cost 
of providing old-age and survivors’ benefits, (b) the reserve account? 

Answer: Under the 1939 amendments the monthly benefit payments 
begin earlier and will be substantially greater in the near future than under 
the original Social Security Act. However, this will be balanced by lower 








dist 
fori 
will 
pla 
sub 
inv 
For 
ing 
and 
ol € 
cost 
acc 


esta 
fisci 
me! 
anc 
Am 
1, 1 
old 
fur’ 
equ 
Ins 
be 

ViVi 
Sec 
age 


un 
atti 
rest 
Tr 
tru 
pat 
Bo: 
un 


ber 


old 


trib 








OLD-AGE INSURANCE QUESTIONS AND ANSWERS 49 


disbursements in the more distant future, due to the revision in the benefit 
formula. It is estimated that the over-all costs under the amended program 
will be about the same or even slightly lower than those under the original 
plan. It should be pointed out, however, that estimates of future costs are 
subject to a considerable range of variation. This is due to the many factors 
involved which cannot be anticipated with any great degree of accuracy. 
For example, it is impossible to’ know accurately at what rate persons reach- 
ing age 65 eligible for benefit payments will retire from covered employment 
and actually begin to receive the benefit payments. Likewise, the trends 
of employment and wage rates \. ‘ll have an important effect upon the future 
costs of the program, and it is, of course, impossible to predict such trends 
accurately. 

Under the original Social Security Act, an old-age reserve account was 
established. ‘That act authorized to be appropriated to the account for each 
fiscal year an amount sufficient as an annual premium to provide for the pay- 
ments required, such amount to be determined on a reserve basis in accord- 
ance with accepted actuarial principles. Under the Social Security Act 
Amendments of 1939, the old-age reserve account was replaced as of January 
1, 1940, by a trust fund. Securities and amounts held by or credited to the 
old-age reserve account were transferred to the trust fund. There is to be 
further credited to the trust fund through permanent appropriation amounts 
equivalent to the full amount of taxes received annually under the Federal 
Insurance Contributions Act. The amounts credited to the trust fund will 
be available for making the payments required under the old-age and sur- 
vivors insurance system and for the administrative expenses of the Social 
Security Board and the Treasury Department in connection with the old- 
age and survivors insurance provisions of the Social Security Act. 

Due to the substantially greater benefit payments in the early years, 
under the amended program, it is expected that the trust fund will never 
attain anything like the magnitude to which it was estimated the old-age 
reserve account would have grown. One of the functions of the Board of 
Trustees is to report to the Congress whenever it is of the opinion that the 
trust fund will exceed three times the highest annual expenditures antici- 
pated during the next ensuing five fiscal year-period, and whenever the 
Board of Trustees is of the opinion that the amount of the trust fund is 
unduly small. 


Question: To what extent may the provision for old-age and survivors’ 
benefits be expected to take up the burden now borne by state schemes of 
old-age assistance? 

Answer: The Federal old-age and survivors insurance program is a con- 
tributory system; benefits are based upon wage records secured by partici- 
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pants in employment covered under the program, and they are paid without 
regard to need. Of course, benefits payable under the program will furnish 
old-age security to many individuals who otherwise would be needy. How- 
ever, not all needy aged persons will receive benefits, because several large 
groups of workers are not covered under the program, and because many 
persons already aged will not have employment or receive wages of any type. 

Under the Federal-State program of old-age assistance, payments are 
based upon need, and are made without regard to employment history. 
Because of limited funds, however, many states are unable to make pay- 
ments commensurate with the need which exists for old-age assistance. 

While benefits under the insurance program will reduce the number of 
needy persons among the aged, it seems unlikely in the near future that 
assistance payments will be lowered. It is more likely that better provisions 
will be made possible for the needy aged who are not covered under the 
insurance program. Of course, in the less immediate future, as the number 
of beneficiaries under the insurance program increases, this program may 
tend in large part to displace the assistance program. ‘The extension ol 
old-age and survivors insurance coverage to groups at present excluded 
would accelerate this shift. 

Question: What amendments to the old-age and survivors provisions of 
the Social Security Act are being considered and what seem probable for the 
future? 

Answer: It is, of course, a prerogative of Congress to determine what 
changes, if any, are to be made in the old-age and survivors insurance pro- 
vram. However, the Social Security Board is instructed by law to make 
recommendations concerning legislation and, accordingly, it devotes a con- 
siderable amount of study to the question. In addition, numerous groups 
of private citizens have made recommendations for changes in the old-age 
and survivors insurance program. 

As a general statement, possibly more attention has been devoted to the 
extension of coverage under the program to groups at present excluded than 
to any other possible changes. The major excluded groups are the self- 
employed, agricultural laborers, domestic servants, governmental employees, 
and employees of non-profit organizations. Many diverse questions, includ- 
ing administrative problems, are involved in extending coverage to these 
persons, and it is possible that in at least some instances an extension olf 
coverage would not be desirable. However, as methods are devised for 
solving some of these problems, it seems likely that appropriate amendments 
to the program will follow. 

Much attention has also been given to the question of adding disability 
benefits to the provisions of the old-age and survivors insurance program. 
While difficult administrative problems would be involved, it is not believed 








th 
cos 
otl 
low 
ac 


acd 
vo 
be 
an 


TH) 


of 
ag 
pe 
1G 
co 
bt 
ce 


fo 


el 
al 


ot 


_—— 


out 
ish 
OW- 
rge 
any 
pe. 
are 
ry. 


yay- 


r ol 
hat 
ons 
the 
ber 
nay 
1 ol 
ded 


Ss of 


the 


yhat 
pre )- 
jake 
con- 
Ups 
-age 


the 
han 
self- 
yes, 
lud- 
hese 
n ol 

for 
ents 


ility 
ram. 


ved 








EMPLOYMENT STABILIZATION 51 


that they would be insuperable. Disability benefits would also increase the 
costs of the program. However, with the single exception of Spain, every 
other country which has a system of old-age insurance has made provision 
lor permanent disability. So, it seems likely that these benefits will be 
added to the old-age and survivors insurance program in the near future. 

Perhaps less probable than the foregoing, but also a possibility, is the 
addition of voluntary features to the program. A number of proposals for 
voluntary contributions, through which the individual could qualify for 
benefits or greater benefits, have been considered in one connection or 
another. It seems possible that amendments along this line will be adopted. 


STABLE EMPLOYMENT AND FLEXIBLE WAGES 


By CHARLES A. MYERS 
Industrial Relations Section 


Massachusetts Institute of Technology 


The rapidly growing group of companies that is studying the problem of employ- 
ment stabilization will read with interest this article by Dr. Myers on the “Nunn- 
Bush Plan.” The paper describes in more detail than has ever been attempted 
by previous studies how the plan works and analyzes its advantages and the 
possibility of its adaptation by other companies. 


TABILIZATION of employment or workers’ incomes has received 

widespread attention as a means of improving the security and morale 
of labor in a particular plant. It has been suggested that workers and man- 
agement would also benefit through greater flexibility of wage rates, making 
possible a more rapid adjustment to changing competitive conditions. Since 
1935, the Nunn-Bush Shoe Company, of Milwaukee, has operated a plan 
combining both ideas in a way which appears to be unique in American 
business. Described as assuring “52 pay checks a year,” the plan has re- 
ceived more attention for its steady employment. and income features than 
for the automatic flexibility of earnings and labor costs which it provides. 
The purpose of this article is to describe in more detail than has been done 
elsewhere how the plan has worked during its first four and one-half years, 
and to analyze further its advantages, limitations, and adaptability for 
other industries.’ 


'H. L. Nunn. president of the company, was extremely helpful in providing much of the informa- 
tion and data on which this article is based. The writer is also indebted to : 
Maclaurin and D. V. Brown, his colleagues of the Industrial Relations Section, Massachusetts 
Institute of Technology, for valuable suggestions, although the views expressed are his own. 
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The Nunn-Bush Shoe Company is one of the three leading manufac- 
turers of high-grade men’s shoes in the country. The more expensive shoes 
are manufactured at the company’s Milwaukee plant, while a somewhat 
cheaper shoe, known as the “Edgerton Shoe” has been produced since April 
1, 1934, at a plant in the small town of Edgerton, Wis. There are about 
850 employees in the first plant, and about goo in the second. In an indus- 
try where mortality of firms is high, the Nunn-Bush Company has had a 
very good earnings record. With the exception of small deficits in 1931 
and 1932, the index of the company’s operating profit since 1926 (which 
equals 100) has never fallen below 8o. 

Beginning with fewer than 200 employees in 1912, the company at 
first followed the traditional pattern of plant management. As Mr. Nunn 
has written: “The management fixed wages, hours, determined all condi- 
tions of work and exercised the sole power of discharge.” Within two 
years, however, the final authority to discharge was voluntarily surrendered, 
and an employees’ association was formed. Not unlike a company union 
at first, this organization has since become an independent workers’ group. 
A business agent for this group, not necessarily an employee of the com- 
pany, is paid by the workers. He presides over the weekly meetings of the 
shop committee, at which all complaints, including discharge cases, are 
acted upon. 

The committee is composed of one representative from each depart- 
ment of the factory. If its decisions on grievances are appealed by either 
workers or management, an executive board, consisting of six workers from 
each floor of the factory, hears the case. Management may sit in on these 
hearings. If general agreement does not result, provision is made for sub- 
mitting the dispute to outside arbitration. This has not yet been necessary, 
however. 

Various attempts have been made by AFL and CIO shoe unions to 
organize this plant, but these have been unsuccessful. 

Except in the first years, the company’s early methods of wage payment 
were also somewhat unorthodox as compared to those in the industry. Shoe 
production is particularly adaptable to piecework, but in 1915 management 
placed nearly all employees on a weekly basis of remuneration, in the 
belief that a piece-rate system was detrimental both to the employee and 
to the quality of the product. 

Although all of these earlier efforts had resulted in relatively good 
labor relations, through depression experience, the management became con- 
vinced that steady employment and steady incomes would win the loyalty 
of production workers to a degree then lacking. It desired to secure from 
these workers the same loyalty toward the company that characterized the 
office force, and it believed that this sprang, in large part, from the steady 
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employment and incomes which office workers enjoyed. Hence, the prob- 
lem was to devise a plan by which factory workers would draw a pay check 
each week in the year, regardless of the existing level of business. 


In order to do this, however, management would have to be able “to 
reduce salaries under severe economic conditions,” but conversely, “if this 
were done, it would be no more than fair that remuneration be increased 
if conditions proved better than expected.”? Examination of the company’s 
books over the 10 years preceding 1935 showed that in good and bad years 
the relation of factory payroll to wholesale value of the product had been 
very nearly constant around a 20 per cent figure. “The average was actually 
19.46 per cent, with the lowest in any year 18.18 per cent (1930), and the 
highest 21.17 per cent (1926). 


NEW PLAN SUBMITTED TO EMPLOYEES 


This finding then became the basis for the new plan of wage payment. 
Mr. Nunn’s suggestion was that (1) Milwaukee production employees (with 
some exceptions)* should receive as total compensation in each year just 
20 per cent of the factory wholesale value of goods produced, and (2) that 
this should be divided into 52 equal amounts so that every employee cov- 
ered by the plan would get a pay check each week in the year, “regardless 
of business conditions or factory shutdowns.” 


This proposal was then submitted to the employees, accepted by them 
in a secret ballot, and became effective on July 3, 1935, for a large majority 
of the production workers at the Milwaukee plant. All workers on the 
permanent employment list at this time were included in the plan, and were 
designated as “Class A” employees. Subsequently, temporary workers taken 
on for busy seasons, called “Class B’” employees, were excluded from cov- 
crage until they had become eligible for Class A membership upon accept- 
ance by management and Class A workers. Some Class B workers have been 
promoted to Class A status, but until this is done they are subject to layoff 
in slack periods. About 5 per cent of the Milwaukee production employees 
were considered as Class B workers during 1937, 10.7 per cent in April, 
1938, and 6.6 per cent in January, 1940.‘ 

? “The Nunn-Bush Plan,” a pamphlet published by the company, October, 1936, p. 10. 

* Two large departments, sole leather and heel and counter, remained under the old wage system, 
as did porters, maintenance men, and foremen. Furthermore, temporary production employees, 
comprising between 5 and 10 per cent of the total, were excluded from coverage. Also excluded 
were stockroom, shipping, and office employees, for whom separate plans were later provided. 

*On July 1, 1937, a similar 52 pay check-plan was extended to Class A production employees of the 
Edgerton factory, except that they were to receive 18 rather than 20 per cent of the wholesale 
value of shoes produced. Contracts providing pay checks each week in the year were granted to 
the Milwaukee general office, and stockroom and shipping department employees on August 1, 1937. 
The guaranteed percentages of factory sales were 1.73 ‘and 0.75 per cent, respectively. A plan was 


also instituted for the four officers of the company in January, 1938. They receive together 1 per 
cent of factory sales, except that no one is to receive more than $20,000 a year. 
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The mechanics of the plan are more complicated than is indicated in 
the above summary description. A “Group Salary Fund” was established, 
to which was credited the 20 per cent of the wholesale value of all shoes 
produced. Obviously, it was impossible to determine the actual amounts 
in advance, so each worker was given a “drawing account.” Weekly pay 
checks were then drawn by employees at the beginning of the plan on the 
following basis: the old hourly wage rate of each worker (part of the former 
weekly wage plan) was multiplied by the probable number of working hours 
that the company thought it could provide in the coming year, and this 
figure was then divided by fifty-two.° Subsequently, weekly drawing ac- 
counts for each worker were determined by multiplying his former hourly 
rate, now called “differential rate,” by a “multiplier” which represented the 
number of hours of work in the weck. 


Each month the company provides the executive board of the inde- 
pendent union with a statement showing the number of pairs of shoes 
produced, the value of these shoes, and the amount represented by the per- 
centage guaranteed to the workers.” Against these additions to the Group 
Salary Fund is shown the actual total of the weekly pay checks or drawing 
accounts received by the workers during the past month. Since the size of 
the fund will be affected in part by price changes, the independent union 
executive committee has a veto power over these. As late as June, 1940, 
the power had been exercised in only one relatively minor instance affect- 
ing a particular type of shoe. 


The existence of a surplus or deficit in the fund, and its probable con- 
dition in the near future, may be the occasion for some adjustment agreed 
upon by the plant union and management. If a deficit occurs and there 
appears to be no immediate prospect of its disappearance, the drawing 
accounts—that is, weekly pay checks—may be scaled downward. ‘This may 
be done either by reducing the differential rate or the multiplier. 


On the other hand, if the fund shows a surplus which appears likely 
to continue for some time at prevailing wage levels, upward changes may 
be made in the drawing accounts cither by raising the differential rate or 
the multiplier. The principal way of changing drawing accounts is by 
changing the multiplier. If the surplus is considered temporary, it may 
be distributed to employees on a pro rata basis as “additional compensa- 


* At the outset, then, original occupational differentials were maintained, but subsequently there were 
a number of upward adjustments in individual rates. Although management often decides con- 
troversies over differential rates at the request of the workers, it should be pointed out here that 
a change upward in one rate comes at the expense of another, since the total labor percentage 
guaranteed by the company is fixed in advance. 

® An accountant hired by the plant union must audit the company’s books and check the statements 

furnished at the end of each year. 
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| in tion,”” without changes in the basic drawing accounts. Class B employees 
: can also participate in this type of adjustment. 

led, YI 

Oes 

nts NINE ADJUSTMENTS UNDER THE PLAN 

pay Experience under the plan has been varied. Since it became effective in 
the July, 1935, there have been nine drawing-account or “additional-compensa- 

ner tion” adjustments for Milwaukee production employees. ‘The first five were 

urs upward, the next two downward, the eighth upward, and the last change, 
his made on April 19, 1940, was again downward. ‘The circumstances of each 
ac- change were as follows: 

rly 1, January 1, 1936—Distribution of a $10,264.15 surplus in the Group Salary 

| ‘ Fund in the form of “additional compensation,” by means of lump-sum payments 

Lhe equal to 5 per cent of each worker’s total earnings in 1935. Earlier increases in 


prices and dollar sales made this possible, as Figure 1 shows. 

2. At the same time, January 1, 1936, the multiplier was increased from 37 

de- to 40. Anticipation of a continuance otf increased prices and sales in the months 
ahead justified this increase. 
DCs 3. December 11, 1936, and January 15, 1937—Two “additional-compensation” 
er- payments amounting to 4.8 per cent of each worker's earnings in 1936. On Novem- 
ber 30, 1936, the surplus in the fund has been $29,279.41, despite the increase in 
drawing accounts at the beginning of the year. In order to distribute this and 
ng subsequent accumulations during December, payments of $13,311.55 and $19,279.79 
were madé¢ on December 11 and January 15, respectively. 

j. May 1, 1937—Differential rates were increased 5 cents for each worker, 
On resulting in varying percentage increases. ‘The immediate occasion for this change 
10 was a surplus of $19,187.46 in the Group Salary Fund, arising largely from the 

. fact that previous upward adjustments had not been commensurate with the in- 
Cl- crease in prices and sales. 


up 





ot | 


5. During 1937, on April 2, April go, and October 15, three specific “addi- 
tional compensation” lump-sum payments, amounting to 5.2 per cent of each 
worker's earnings in 1936, were made as a result of a growing surplus in the fund. 

= | Despite these payments totaling $39,361.91, the balance on October 16 was 


ed $2,131.55. 

; 6. January 17, 1938—Reduction in the differential rate of each worker by 5 
ze cents. This rescinded the previous increase and was explained by the company 
ne as “due to a decline in prices and the volume of business.” At the time, there was 
~ a deficit in the fund of $11,270.29. 
ay 7. April 18, 1938—Reduction in the multiplier from 40 to 37, bringing it 

back to the 1935 position. Despite the earlier downward revision of the differen- 
tial rates, the deficit in the fund continued to grow as a result of falling sales, 
ly and just before this second decrease was made it amounted to $33,249.78. 


8. December 1, 1938—Rescinding of the previous change by restoring the 
Ay multiplier from 37 to 40. This was evidently a result of relative success in reduc- 
ing the deficit, since it now totaled only $7,638.84. There had been a slight 
increase in prices, and sales had improved during the second half of the year. 

ay g. April 22, 1940--Reduction in the multiplier from 40 to 38, as a result of a 
continuing deficit in the fund amounting to $11,370.43 at the end of March. The 


1) . , 
: company reported that because production and sales were down and the inventory 

al was very large, it was necessary to reduce this inventory. 

re 

n- BENEFITS TO MANAGEMENT AND WORKERS 

lat 

“i How have workers and management benefited under the Nunn-Bush 


its plan? What is the relation of wage disbursements to profits? Are difficul- 











56 PERSONNEL 


ties likely to arise which may weaken its effectiveness in the future? Would 
the plan be equally workable in other industries? These are some of the 
questions which an inquiry into the Nunn-Bush plan must attempt to 
answer. Analysis of the plan leads to the following observations. 

(1) Workers’ incomes and employment are more stable. Although 
partly a result of the nature of the plan, this would be difficult without 
fairly regular production. ‘The stability of employment in the period since 
the effective date of the plan, July 1, 1935, as compared to the years 1932-35 
is clearly shown in Figure 1. The curve after that date is nearly a straight 
line, even though it includes Class B employees who are less likely to have 
steady employment because of their temporary status under the plan. Not 
charted, but available for purposes of analysis, were statistics for the num- 
ber of employees on the payroll each month from 1922 to 1932. The con- 
trast between this period and the years under the plan was equally sharp, 
despite the fact that general business conditions were more comparable. 

Since no Class A employee is to be laid off, and each is to draw a pay 
check 52 weeks a year, the curve showing number of employees each month 
would. pera’ be quite steady. But such a guarantee would be imprac- 
tical without underlying stability of production. The relatively stable 
nature of the men’s shoe industry provides the basis for this, supplemented 
by the definite efforts the company has made under the plan further to 
stabilize production and employment. ‘These include: (a) Budgeting pro- 
duction so that fairly constant amounts can be manufactured each week or 
month. A large in-stock department and the company’s ownership of its 
retail outlets’ help to make this feasible. (b) Working overtime and turn- 
ing down business instead of adding large numbers of temporary employees. 
(c) Flexibility of production between the Milwaukee plant and the newly 
acquired Edgerton plant. Shoes of a grade between the cheaper Edgerton 
product and the more expensive Milwaukee shoes can be manufactured at the 
plant which needs the work most, thus helping to balance production. 


EFFECT OF STABILIZATION EFFORTS 


The effect of these stabilization efforts is illustrated by the dotted curve 
in Figure 1, showing an index of the number of pairs of shoes produced each 
month at the Milwaukee plant. Extremes are no longer as great as they 
were before the plan became effective, although in 1937 and 1938 they were 
considerable. If man-hours worked followed the production curve closely, 


The Nunn-Bush plan has been successfully adopted by another shoe firm, which does not have 
its own retail outlets, however. Following the Nunn-Bush example, a 52 pay check- plan was begun 
in August, 1938, by Scott & McHale, Ltd., London, Ont., manufacturer of men’s fine shoes. Ac- 
cording to John J. McHale, president of the company, two general upward adjustments have been 
made, one an increase in all individual drawing accounts and the other an “‘additional-compensa- 
tion” payment resulting from a surplus in the fund. Mr. McHale claims the same advantages for 


the plan as does Mr. Nunn, and believes that it “would be applicable to almost any business, at 
least the fundamental principles of it.’ 














Nunn-Bush Production Index and Number of Employees. by Months, 1932-1940. 


Figure 1 
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it is evident that an important part of the employment stability was achieved 
as a result of variations in working hours. However, by 1939, efforts to 
stabilize production were apparently becoming more successful. Month-to- 
month fluctuations from the average monthly production were smaller in 
that year than in earlier years. 

In this connection, it should be noted that one of the usual results of 
thoroughgoing stabilization—a smaller volume of employment—seems to 
have occurred in the later years. For example, during 1939 there were 
approximately 50 fewer employees on the payroll than in 1935, although 
the average monthly production was nearly 8 per cent higher, and total 
yearly production 11 per cent higher. This does not mean that there were 
actual layoffs, but simply that normal separations were not replaced as 
productive efficiency increased or as the economic outlook worsened.  Al- 
though Class B workers can be laid off under the plan, they were retained 
on the payroll, despite reduced sales, at the specific request of the Class A 
group. 

The Nunn-Bush plan differs from some of the other stable employment 
plans in that it does not guarantee a fixed amount of work per week or per 
year. “The company promises only that factory labor covered by the plan 
shall receive a certain percentage of the wholesale value of ali shoes pro- 
duced, that this shall be divided in such a way as to give each worker a 
pay check each week in the year, and that no covered worker shall be laid 
off. Such a promise does not commit the company to a productive program 
which might be difficult to maintain, as is the case with the fixed-amount- 
of-work guarantees. 

(2) The attitudes of Nunn-Bush workers toward the plan have been 
favorable, and their earnings have been higher than the average in the shoe 
industry. Organized labor is critical, but not hostile. In December, 1937, 
after two and one-half years’ experience under the plan, the independent 
union’s business agent stated at an interview that workers understood that 
prompt drawing-account reductions would occur during a depression, as 
well as prompt increases in periods of increasing sales. ‘Their attitude was, 
he said, that “we'll take in the good years and give in the bad. We know 
that the 52 pay checks will not be the same size each year. One reason we 
are willing to do this is that we don’t think management is getting too 
much here.” 

The present secretary of the union, John L. Waddleton, agrees with 
this view, and adds: “More than anything else, the plan has made the 
workers conscious of their interest in the product and the necessity for 
efficient production. Without the evils attending a speed-up system, the 
workers are earning more money and doing more work as a whole.” There 
have been some objections to drawing-account reductions, he reports, “but 
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at the same time they understand that they have to take the bad with the 
ver aS ‘ ‘ ‘ ;' , 
good.” ‘There has also been some disagreement over the exact size of labor's 
S lo e . 
# percentage, as will be pointed out later. 
- 0- 
r in 
EARNINGS HIGHER THAN AVERAGE 
$ of As long as the earnings of Nuni-Bush workers compare favorably with 
; to those in the industry, opposition to the plan is not likely to develop on a 
vere large scale. A rough comparison of the average weekly earnings in the 
ugh entire shoe industry (men’s, women’s, and children’s) with those of Nunn- 
otal Bush employees covered by the plan is aflorded by the following table:* 
vere Nunn-Bush Average 65 Plants’ Average 
| as Weekly Earnings Weekly Earnings 
Al- 1934-35 $19.38 $20.61 
ned 1935 (6 mos.) 21.35 20.93 
ss A 1936 24.23 20.89 
1937 26.63 20.89 
1938 23.08 17.76 
nent 1939 24.42 18.74 
per | “is , ; ; : ‘ 
The attitude of organized labor in Milwaukee toward the Nunn-Bush 
slan sae ; ; 
plan has been somewhat critical, but not hostile. A representative of the 
yTO- ° . ° - . . 
local unit of the Boot and Shoe Workers Union (AFL) said early this year, 
or a ~ ‘ : er 5 
laid I believe the plan has benefited the majority of the employees of the 
ai ; ; es ” oh: 
; Nunn-Bush factory, though it has some disadvantages.”” Chief among these 
ram Pe , 
; was the layoff of some operators before the plan was instituted, in order 
unt- : yr ; om 
to secure the minimum crew necessary for production. The company 
answers this objection by saying that these employees had been laid off 
een . mh, a : : . 
j earlier, according to seniority, because of slack work and “were all given an 
Oe ° . ” 
opportunity to come back just as soon as there was work. 
ta (3) Wage or drawing-account flexibility has become automatic. Man- 
ent : : ; . . ‘ , 
agement has benefited by knowing in advance the actual labor cost per pair 
that : eae , . eee 
of shoes; workers are assured that drawing accounts will be increased auto- 
— me. : ‘ ‘ ° ‘ +r ° 
matically with an increase in shoe prices and dollar sales. ‘The automatic 
was, : : ; ; : 
‘ character of drawing account changes is evident from the earlier analysis 
now ; ; : 
of adjustments under the plan. By April 18, 1938, weekly drawing accounts 
| we ‘ ; : 
had been reduced from the high point of May 1, 1937, to the level prevail- 
too ° ° ° . ° — 
ing at the beginning of the plan in 1935. ‘These changes had been agreed 
“eh \ upon by management and the independent union as a result of the condi- 
vith é 
the 8 Nunn-Bush figures are reported by the company and represent 1/52 of the estimated annual earn- 
€ ings per employee. Industry figures are those as reported by the National Industrial Conference 
{ Beard; 1934-36 figures from M. Ada Beney, Wages, Hours, and Employment in the United States, 
or 1914-36 (New York, 1936,) p. 67; 1936-37 figures from Supplement to The Conference Board 
the Service Letter, June, 1938, p. 6; and 1938-39 figures from The Conference Board Economic Record, 
€ March 28, 1940, p. 120. These latter figures are for all wage earners in a designated week each 
here month, not necessarily a full-time week. Inasmuch as few shoe firms operate throughout the year, 
rere the annual earnings for the industry as a whole would not be 52 times the average weekly wage, 
‘but as in the Nunn-Bush case. 
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tion of the Group Salary Fund at the time and the immediate outlook. 
They were automatic in the sense that the size of the fund depended solely 
upon the wholesale value of shoes produced, once labor’s percentage had 
been agreed upon. 


PRICE REDUCTIONS MADE EASIER 


The company management has benefited from such a plan since “with 
labor costs a known percentage of every dollar taken in, our price reduc- 
tions can be made quickly in times of declining markets.” For example, if 
a factory price reduction from $6 to $5 a pair should be contemplated for a 
particular shoe, management would know definitely that at the lower price 
the labor cost per pair would be reduced to $1, 20 cents less than at the 
higher price. Price reductions in a declining market, especially if raw ma- 
terial costs were also falling, would therefore be easier than under the usual 
wage system.° Weekly drawing accounts would be reduced only if the 
dollar volume of sales dropped, for if the price cut succeeded in maintain- 
ing dollar sales, workers would continue to draw weekly pay checks of the 
same size. 

In spite of the encouragement given by this plan to a flexible price 
policy, the downward changes in the price of a standard black calf men’s 
oxford have not been significant. Since the plan began, only a 2 per cent 
price reduction has been made, and this was in effect less than two months 
in the fall of 1938. In fact, the price trend in this particular shoe has been 
largely upward, as Figure 2 shows, increasing nearly 18 per cent between 
1935 and 1938. The company explains that the shoe was underpriced in 
the beginning, and that “much more substantial price reductions have 
been made on the line as a whole than on this one particular shoe.” 


In addition to regularity of income and employment, workers gain 
under the plan by being certain that as business conditions improve sul- 
ficiently to justify a price increase, they will participate automatically, 
through an increase in their drawing accounts, in any resulting increase in 
dollar sales. This aspect of the plan appears to remove a point of friction 
in employer-employee relations. If an employer has found it difficult to 
reduce wages in times of stress, he is likely to delay making increases as 
long as he can when conditions improve. In periods of high prices, then, 
labor may not receive its rightful share of values produced. And the pro- 
cess becomes a vicious circle: since the workers find the employer reluctant 
to grant wage increases on the upswing, they oppose with good reason all 
efforts to cut wages. But if adjustments are automatic as price changes are 





® The plan does not, however, permit price reductions to be made solely at the expense of labor 
and labor costs. In the above example, only 20 per cent of the price reduction can be secured 
through lower labor costs; 80 per cent must come from raw materials, overhead, and other expenses. 
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made in line with changing business conditions, one important cause ol 
employer-employee mistrust is removed. 

(4) So long as no workers are laid off as a result, the plan may encour- 
age technological advance. With workers guaranteed a fixed percentage of 
the value of the product, the introduction of machinery which reduces costs 
or improves quality and enables the company to increase dollar sales will 
immediately benefit labor in the form of increased income. And if the 
company agrees to provide employment for all workers under the scheme, 
this result will not have been achieved at the expense of unemployment for 
some of the workers. By December, 1937, the company reported having 
spent $5,000 on labor-saving devices, avoiding layoffs through absorbing 
displaced workers in other occupations in the plant. Since then, there have 
been further labor-saving installations “which naturally met no opposition 
whatever from the workers,” according to the company. 

(5) The plan is not profit sharing, since the guarantee bears no neces- 
sary relation either to operating profit or to net earnings. Labor’s 20 per 
cent becomes a larger absolute amount when wholesale value of products 
and dollar sales are higher, and this may or may not be the period of great- 
est profitability for the company. It is possible for net profits to be greater 
on a smaller volume of sales, or smaller on a larger volume of sales. A 
comparison of the net sales and operating profit, as shown in Figure 2, indi- 
cates that the 1937 operating profit was slightly lower than in 1936, 
although the dollar volume of sales (and labor income) was considerably 
higher. Then, in 1938, operating profit fell proportionately more than did 
dollar sales (and labor income), and in 1939 it rose proportionately more 
than sales. 

In fact, there is some indication that the profitability of operations 
under the plan has been the reverse of employee earnings levels. Bearing 
in mind that 1937 weekly earnings were higher than in 1936, the 1938 level 
only slightly above that of 1935, and the 1939 level about equal to that ol 
1936, an examination of the company’s profit margin and amount earned 
per share of common stock since 1935 shows the following:!° 

Years (ending October 31) 1935 1936 1937 1938 1939 





Profit Margin (per cent) 6.95 7.92 7.11 1.67 5.54 
Balance available for dividends $286,117 $360,494 $250,077 $215,990 $262,317 


A possible explanation for this apparent relationship is suggested later. 
LABOR’S PERCENTAGE SHARE 


(6) The exact size of labor’s percentage share may be a source of fric- 
tion in future negotiations, although the possibility is reduced by growing 


1” As reported in Moody’s Industrials 
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mutual confidence between management and workers. Mr. Nunn himself 
has admitted that agreement between management and workers on labor’s 
percentage is one of the major problems of the plan. At first, the independ- 
ent union took the 20 per cent figure “on faith,” but each year as the 
contract has been renewed, some workers have argued for an increase in the 
20 per-cent share at Milwaukee and the 18 per-cent share at Edgerton. 
According to Mr. Nunn, “the management has always been able to show 
by operating results that the figure is a fair one and up to this time there 
has been no change, with one exception.” Formerly, when Edgerton shoes 
were made at the Milwaukee plant, the company paid 20 per cent to labor 
for these shoes, but in the 1939-40 contract this was reduced to 19 per cent. 


Apparently this slight reduction was not too difficult to negotiate, but 
it is conceivable that extensive substitution of machinery for labor might 
reduce labor’s percentage share in the value of the product. An attempt 
to lower the plan’s percentage accordingly would be likely to meet with 
opposition from the workers. On the other hand, workers may feel that 
their share should be increased as a result of increased effort or efficiency, 
and arguments may then arise as to how much of this increase is the result 
of better management and how much is attributable to greater efficiency of 
labor itself. ‘The company could afford, perhaps, to agree to some advance 
in the percentage, but the exact amount of the increase might be a source 
of friction in negotiations.'' As mutual confidence between management 
and workers continues to grow, however, the likelihood that either will take 
an arbitrary stand is lessened. As a final resort, too, there is the provision 
for arbitration by an outside party. 


(7) Basing the percentage on wholesale product value, instead of on 
value added by manufacture, causes wage costs per pair to rise when shoe 
prices rise due to increases in the costs of raw materials, and to fall when 
prices drop as a result of a decrease in the cost of raw materials. Variations 
in price resulting from changes in raw material costs are particularly im- 
portant in the shoe industry, where raw materials constitute from 50 to 60 
per cent of factory costs (in the men’s branch) and fluctuate widely 
price during the business cycle. For example, the standard raw material 
cost of producing a pair of high-grade men’s shoes in a company similar 
to Nunn-Bush rose from an index of 98.5 in the Spring 1935 season to 129.2 
by Fall, 1937. “Two seasons later in Fall, 1938, the index had dropped to 
The present secretary of the independent union writes: “This question (of the percentage) repre- 

sents our biggest point of discussion and we of the union feel that since ‘high styling’ of shoes 
has increased in the last few years . .. 20 per cent is no longer a fair share. We in no way 
infer, however, that the company is unfair, but this particular question can and will be answered 
only after a lengthy discussion. It is only fair to say that the company feels that the increase 


in work due to ‘high styling’ has been offset by the introduction of certain labor-saving machinery 
during the same period.” 
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107.9, rising to 113.8 by Spring, 1939. The amplitude of these fluctuations 
was considerably greater than in the case of any of the other cost items. 


WAGE INCREASES AT THE EXPENSE OF PROFITS? 


The question may then be asked: Does the wage-paying capacity of 
an industry improve merely because selling prices have been raised in an 
amount just sufficient to cover the increase in raw material costs? Surely 
a wage increase at such a time would come at the expense of profits. Con- 
versely, if a decrease in selling price is made possible only by lower raw 
material costs, there is no justification for a reduction in wages, since this 
would serve to inflate profits unless further price cuts were made. 

Nunn-Bush’s income account, when viewed in connection with dollar 
sales and price changes, seems to indicate that the first result may have 
occurred. As Figure 2 shows, the factory price of a standard black calf 
oxford has risen steadily since the plan became effective, partly as a result 
of the increasing level of raw materials costs. This, together with improv- 
ing demand, has resulted in higher dollar sales in the years after 1935, and 
under the plan labor’s absolute share has also increased. But operating 
profit, after rising in 1936 over 1935, fell off slightly in 1937 (when sales 
and price were still rising), and dropped sharply in 1938 (when price con- 
tinued to rise and sales declined to the 1936 level). During 1939, about 
half of the 1938 loss in sales was recovered, but operating profit had regained 
only 38 per cent, while the price of the shoe remained at the highest level. 

This difficulty may be overcome, in part, by basing the plan on “value 
added by manufacture.” Wage changes resulting solely from changes in 
the costs of raw materials would thus be eliminated. However, it would 
still be possible for other costs to change, affecting prices and sales, and 
therefore wages. Mr. Nunn has recognized that in some industries value 
added by manufacture may be a better base for wages than wholesale value 
of the product, but he has defended the use of the latter in his plan on the 
following grounds: 


We believe that by our method the workers’ share is more 
inclined to adjust itself to fluctuations in the cost of living (since 
raw material costs fluctuate closely with the cost of living) and to 
keep pace with competitive wage conditions. 

(8) Jt is doubtful if the plan would be wholly workable in industries 
which fluctuate widely with the seasons or the cycle, or which manufacture 
a number of different products with the same labor force, or in which em- 
ployee relations have not been satisfactory in the past. Although it is true 
that any industry could guarantee labor a certain percentage of the value 
of the product, employee dissatisfaction might offset the advantages of the 
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plan if it were applied in an industry whose production and employment 
varied sharply between seasons or over boom and depression periods. 


IMPRACTICAL FOR SOME INDUSTRIES 


For example, suppose that a machine tool firm employed a thousand 
workers in good years, and undertook to guarantee to labor go per cent of 
the value of the product. In a good year when product values totaled 
$6,000,000, the average annual income of each worker would be $1,200, or 
$23.08 a week, and the plan might work well. But suppose that during a 
severe depression, sales fell to such an extent that the value of the product 
for the year was only $2,000,000. If all the workers continued to participate, 
and this is an essential part of the plan, the annual income per worker 
would be only $400, or about $7.69 a week. This is what many firms 
attempted to do during the depression by means of extreme work spreading; 
and some learned that employee morale is not heightened by “sharing star- 
vation.””?? 

To say that the plan would be workable in. such industries if a larger 
part of the work force were designated as “temporary” or Class B employees 
does not seem to meet the objection. The group would have to be so large 
that the 52 pay check-plan would cover only those who already had fairly 
stable employment. So long as the irregular group is small, and the em- 
ployment of a major part of the work force naturally stable, as in the men’s 
shoe industry, for example, the plan of sharing a varying absolute amount 
of income among the same number of employees is not likely to give rise 
to serious dissatisfaction. ‘This is because few employees would have fared 
any better under usual practices in such an industry, since extensive layofls 
are not made even in relatively bad times. 

The plan may also be unworkable in an industry using the same labor 
force to turn out several different products, especially if labor costs represent 
varying proportions of the costs of manufacturing these products. An 
“average” labor share would be of little help to management in knowing 
in advance the labor cost of producing any particular article at different 
prices. It might be possible to work out a scheme of paying labor a differ- 
ent percentage for the value of each product, but this would certainly add 
to the complexity of the scheme. 


2 In answer to this position, Mr. a ag writes that he is “convinced that the principles of this 
plan can be used by any company, I do not care how seasonable their business .. . If this machine 
tool company were to share production, they would probably find something else to make when 
hard times came, and they probably wouldn’t take on so many employees during the days of easy 
production. Management would think a little bit more of the necessities of the workers and not 
limit their care to that of management and stockholders alone. It is not stable production that 
makes it possible to use a plan of this kind. It is a plan of this kind that makes possible a stable 
production. Of course, I mean relatively. I am not trying to argue that all business can run 
40 hours a week for 50 weeks a year, but I do think that practically all industries could run a lot 
more regularly than they have been running and if they would start a plan of sharing production 
instead of paying wage rates it would go a long way toward bringing about a better condition of 
this kind.” 
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Finally, it should be pointed out that the acceptance of the plan by 
Nunn-Bush employees has been possible Lecause of the long experience of 
frank and fair dealings between management and workers. With good 
reason, the president of this company looks upon the plan as a “partner- 
ship” between management and employees, in which both cooperate to 
increase the company’s production and sales. In such an arrangement he 
emphasizes, “all cards are on the table, face up.” If this spirit does not 
exist in a company, the introduction of such a plan may be accompanied 
by mutual suspicions and misunderstandings, undermining its workability 
from the start. It does not seem unfair to conclude that the Nunn-Bush 
plan could attain a like degree of success in other firms only if the nature 
of the product and the employer-employee relations were similar to those 
of Nunn-Bush. 
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NOTES ON THE FISCAL ASPECTS OF THE CLIFFE 
PLAN OF EXPERIENCE RATING' AND ITS RELATION 
TO THE UNEMPLOYMENT COMPENSATION PROGRAM 


By ADOLPH APPLEMAN 


Research and Statistics Division 
Bureau of Employment Security, Social Security Board 


Interest in the merit-rating features of state unemployment compensation laws has 
been growing apace. Complementing previous AMA studies on the subject, though 
in a more technical vein, is this study of the Cliffe Plan of experience rating. This 
plan, which operates in six states and is currently being considered in three other 
jurisdictions, has been analyzed and appraised dispassionately by Mr. Appleman. 
The article should prove a useful source of information and reference not only to 


students of unemployment compensation but to private bodies and state agencies 
as well. 


A OF July 1, 1940, of the 51 American jurisdictions having unemploy- 
ment compensation laws, 40 have provisions for experience rating.’ 
Wisconsin has had experience rating in effect since January 1, 1938, and in 
three states—Indiana, Nebraska and South Dakota—experience rating be- 
comes effective in 1940; all the rest become effective shortly thereafter. 

As more experience-rating laws become effective, interest in these plans 
is becoming more intense. 

At present, the following six states have what will be referred to in 
this article as the Cliffe Plan:? Alabama, Delaware, Illinois, Massachusetts, 
Virginia and Texas. The District of Columbia,* New Jersey® and New 
York © are currently considering the question of its adoption. 


This plan, ingeniously devised by Mr. F. B. Cliffe, Assistant Comptroller 
of the General Electric Company, and others, is a method of taxation 





1 “Experience rating’ means levying upon employers a contribution rate based upon a plan which 
endeavors to measure either (a) such employers’ “stability” of employment (variously defined), 
or (b) the relative drain on the fund by the workers of such employers, or both. It is some- 
times called “‘merit rating.”’ 
All the 48 states, Alaska, the District of Columbia, and Hawaii. with these exceptions: Alabama, 
Georgia, Idaho, Maine, Maryland, Mississippi, Montana, New York, Pennsylvania, Rhode Island 
and Washington. Technically Alabama is included in this group, since the new code has not yet 
been officially accepted by the Governor. 

For a detailed classification of the provisions of all statutory experience-rating plans, see ‘‘Com- 
parison of State Unemployment Compensation Laws as of March 1, 1940,” Social Security Board, 
Washington, D. C. 

Washington Star, February 29, 1940. 

Sholl Bill—introduced January 15, 1940 (Assembly Bill No. 51). 


’ The Wadsworth Bill (dated January 23, 1940) has recently been vetoed by the Governor. (Assembly 
Bill 708—same as S. 544.) 
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The opinions expressed in this article are those of the author and do not represent 
the official views of the Social Security Board. 
The author wishes to thank Mr. Philip Booth for his helpful and expert criticism. 
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designed so that if the individual payrolls for the year to be taxed are 
approximately equal to their annual averages during a period of a given 
length (called the “experience period”), the tax yield will replace the 
average annual benefits expended. As advanced thus far, it has been 
primarily a replacing rather than a reserve-building formula. It can, how- 
ever, be modified so as to emphasize the reserve-building aspect. 

It is believed by the sponsors of the plan that the scheme will operate 
to keep the fund at a minimum and yet solvent over the entire length of 
the average business cycle. 

The plan consists of the following procedure: 

1. An employer, to be eligible for a rate reduction,’ must have been 
contributing for three years. 

2. Whenever a worker draws a check (for either partial or total un- 


~ 


employment) for the first compensable week * in his benefit year, his earn- 
ings in his base period ® are charged only once (regardless of the number 
of subsequent compensable weeks he is paid for in the same benefit year) 
against his respective base-period employers. ‘These charged base-period 


, 


wages are called “benefit wages”; a better term would probably be “charged 

wages.” 

To illustrate, assume that a claimant who has had employers A, B and 
C in his base period is laid off by employer D and draws benefits for his 
first compensable week. ‘The diagram on Page 69 shows the mechanics 
of what occurs. ‘The amounts earned from each employer have been arbi- 
trarily chosen. ‘The diagram assumes that the benefit year begins with the 
filing of the first valid claim, which is true at present of 29 states; however, 
regardless of when the benefit year begins, the diagram still applies funda- 
mentally. 

The following charges of benefit wages are made when claimant is paid 
for the first compensable week and recorded as charged for the calendar year 
in which first benefit payment is had, i.e., calendar year Y: 

Employer A—$750 

Employer B—$250 

Employer C—$200 

Employer D—Nothing 
7 Rate “reductions” or rate “increases,” as used here, are reductions from and increases over the 

“standard” state rate. The “standard” state rate at present is 2.7 per cent in all jurisdictions 
except one, which has 3 per cent: Michigan. 

’ “Compensable week” means the week of unemployment for which the worker is entitled to 
“a benefit wages are not charged until the second compensable week is paid for. 
The effect of not charging benefit wages until the nth compensable week is paid for is at least 
twofold: (a) It may act as an incentive in some cases for the current employer, if he has 


employed the worker for at least part of the worker’s base period, to rehire this laid-off worker 
before the nth compensable week is reached; and (b) in general, if “n’’ becomes very large, the 
tax rates may become more uniform, since the benefit wage ratios (see text) may tend to be 
extremely small. It will not affect the amount of tax returns. (See, however, Appendix I.) 
“Base period” refers to the period, the earnings of which are used as a basis for calculating 
the worker's rights to benefits. The worker draws upon these benefit rights, when unemployed, 
if eligible, in his “benefit year.” 
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CLIFFE PLAN OF EXPERIENCE RATING 69 
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3. An employer’s benefit wages '® for a given year are the total of the 
benefit wages of all his former employees. 

4. ‘The benefit-wage ratio or employer-experience factor of an employer 
equals: 


the total benefit wages charged to that employer 





the total annual (calendar) payroll of that employer 
5. Lhe state-experience factor equals: 


benefits paid out for the state 





sum of all the benefit wages for the state 


The numerator refers to the same period as the denominator, in the 
employer- as well as in the state-experience factors, in all Cliffe plans. The 
term “payroll” means “taxable payroll” in both of the foregoing fractions. 

In all six of the Cliffe states, the employer-experience factor is based 
on a three-year period. Alabama, Illinois, Massachusetts and Virginia use 
a three-year period in the state-experience factor, whereas Delaware and 
Texas both use only one year. 

Alabama, Delaware, Virginia and ‘Texas use, in the state-experience 
factor, “benefits paid out in the preceding year minus all other amounts 
credited to the fund during the same period except employer contributions” 
Generally, the amount of wages chargeable for each employee against any employer is limited 

by a maximum equal to the amount of each employee’s earnings which was available as wage 


credits for calculating his benefit rights; this maximum is given in Appendix II. 
It might be pointed out, to avoid confusion, that Minnesota and Utah use the terms “bene- 


’ 


hciary wage” and “benefit wages’’ respectively. These two states do not have the Cliffe Plan; 
they are the only non-Cliffe states to use such terms. 
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(i.e., interest, penalties, etc.). Illinois and Massachusetts make no such 
deduction. 


6. The product of the state- and employer-experience factors equals, in 
theory, the contribution rate of the employer; in practice, a table is employed 
to save the trouble of multiplying the two factors for every employer. To 
use it, one calculates the state-experience factor (only one such calculation 
is necessary for the entire state in any given year). Next, one computes 
each employer-experience factor. Looking along the same horizontal line 
in the table as the one on which the state-experience factor is located, one 
rounds off the calculated employer-experience factor to the nearest employer- 
experience factor one can find. Then one looks at the top of the vertical 
column in which such employer-experience factor is located, and the con- 
tribution (experience) rate is automatically had. 


Hypothetical Cliffe Tabular Experience Rate Table 














Col. 1 Col. 2 Col. 3 Col. 4 Col. 5 Col. 6 
Contrib. Contrib. Contrib. Contrib. Contrib. Contrib. 
Rate Rate Rate Rate Rate Rate 
State BA 1% 1.5% 2% 2.5% 2.7% 
Experience 
Factor Kmployer Benefit Wage Ratio (Employer-Experience Factor) 
1% 50% 100% 150% 200% 250% 
2 25 50 75 100 125, 
8 17 33 50 66 83 
i 13 25 38 50 63 
5 10 20 30 40 50 Benefit 
6 8 17 25 34 2 wage ratios 
7 7 14 21 29 36 in excess 
8 6 13 19 25 31 of Col. 5 
9 6 11 16 22 28 
10 5 10 15 20 25 
11 5 9 14 18 23 
12 or ove! 1 8 13 17 21 





The function of “benefit wages” is threefold: (a) to penalize employers 
whose employees have drawn benefits for total or partial unemployment; 
(b) to allocate the liability for taxes in proportion to the amount of wages 
earned from each employer during the period to which the benefit wages 
are related—an act which many believe, with considerable justice, is logical; 
and (c) to afford an item which is allegedly easier to charge against an 
employer account than benefits paid. 


With regard to contribution rates, Mr. Cliffe is in favor of a minimum 
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rate of about .5 per cent so as to ensure a minimum income to the fund 
each year; he does not advocate any special number of rates or any 
particular maximum rate. 


ARGUMENTS IN FAVOR OF THE CLIFFE PLAN" 

The greatest single argument in favor of the Cliffe Plan, as against most 
other plans, is its comparative administrative cheapness and simplicity. It 
eliminates the necessity for taking into account each individual check, 
tracing and charging it to the proper employer in the proper amount ac- 
cording to some elaborate scheme.'? This is an advantage of tremendous 
importance. ‘The second argument in its favor is that, once an “adequate” 
state fund is built up, the Cliffe idea can be used to replace benefits cur- 
rently paid out as efficiently as perhaps any plan yet advanced. 


ARGUMENTS AGAINST THE CLIFFE PLAN 

From its algebraic development (see Appendix 1), it will be seen that 
an employer can only indirectly and to a limited degree control the state- 
experience factor, but that he may be able to control directly the size of the 
employer-experience factor by seeing to it that the benefit wages charged 
against him are very small in relation to his payrolls during the experience 
period. 

How can he decrease his benefit wages according to the above require- 
ments? A few methods follow. 

Let us assume, for example, that the current employer is the same one 
that the worker had for at least part of the time during his base period. 
The current employer may try to spread his work so that the worker will 
earn just enough to be still ineligible for either partial or total unemploy- 
ment benefits. Another device he might try would be to hire workers who 
are declared by statute to be ineligible—as, for example, students (in some 
states). If he dismisses employees, he will have an incentive to dismiss the 
one with the least earnings in the base period; often this may mean dis- 
missing the most poorly paid worker first. Further, if the employer dis- 
misses any workers, he will be charged but once with their benefit wages; 
hence it will pay for him to make the workers who were dismissed bear 
the burden of any repeated layoffs. He could fire, rehire and refire these 
employees with any frequency without being penalized as long as their 
benefit year remained the same. 

” This article does not concern itself with the pros and cons of the principle of experience rating. 
For a discussion of both sides of the general issue, see: “The Case Against Experience Rating 
in Unemployment Compensation,’”” by Charles V. Kidd and Richard A. Lester—60 pages; and 
“The Case for Experience Rating in Unemployment Compensation,” by Herman Feldman and 


Donald M. Smith—61 pages. (Both are published by Industrial Relations Counselors, Inc., 
New York.) 


12 As, for example, charging the most recent employers in inverse order, during the time beginning 
with the base period and ending with the date of separation, up to a maximum of $65 per 
calendar quarter or one-sixth of wages payable, whichever is the lesser. 








72 PERSONNEL 


Like all experience-rating plans, the Cliffe Plan may lead to the bitter 
contesting of benefit claims by the employers. ‘This may be especially true 
with respect to employers who do not expect to rehire dismissed workers, 

This plan has features which may antagonize many employers if they 
understand its implications. Under it, employers are not rewarded for 
hiring an employee; they may be penalized although they may have nothing 
to do with his having been fired. Employers are not charged in proportion 
to the amount of benefits paid to their former employees. “hus we can 
see that there may be little or no relationship between an employer’s drain 
on the fund or “stabilization’” (however defined) and the experience rate 
levied upon him. For instance, it is possible for employer A to pay a tax 
eight times as large as that of employer B (assuming a minimum rate of 
.5 per cent and a maximum of 4 per cent), although the employees whom 
A laid off actually drew less in benefits in their period of unemployment 
(attributable to such layoff) than the employees laid off by employer B. 

Depending upon the precise definition of “stabilization” which is 
adopted, the Cliffe Plan may have other disadvantages. Most of the argu- 
ments that are usually advanced against the principle of experience rating 
apply with equal force to this plan, if one admits the validity of these 
arguments to begin with. 

The plan seems to assume that “business cycles” are quite periodic 
(having practically equal amplitudes and wavelengths) for individual pay- 
rolls as well as for the state total payrolls. ‘This is not what occurs in prac- 
tice. In view of the large number of variables the expression involves, 
and our limited experience and information regarding the behavior of 
these variables, no one can accurately predict what may be expected of the 
Cliffe Plan through any considerable period. 


SOME PERTINENT QUESTIONS 

What will be the effect of the Cliffe Plan upon firms of different size 
and industry? How does this compare with other plans? 

A conclusive answer is not yet available; some Cliffe states are sub- 
mitting federal statistical reports (E. S. 204 and 207) giving various break- 
downs by major industry group and size of firm. ‘These will be analyzed 
and digested shortly and may be published as separate releases or appeat 
in the monthly Social Security Bulletin". 

Will the Cliffe Plan lay extra-heavy tax rates upon employers who pay 
high wage scales? 

This will depend upon a few factors: the actual wages paid to the 


‘8 For a summary of the progress made by state studies on this problem see “Current Experience 
Rating Research—Employment Security Memorandum No. 7,” April, 1940. A current listing of 
the latest of such studies appears in the State Research and Statistics Exchange Bulletin. The 
aforegoing titles are published by the Social Security Board, Washington, D. C. 
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laid-off employees who draw benefits, as well as the wages paid to those 
not laid off; the statutory maximum benefit wages chargeable per em- 
ployee, and the definition of “taxable payrolls” (whether a $3,000 limit 
is had on the taxable earnings of each covered employee)—in other words, 
all the factors that go to make up the benefit wage ratio of each employer. 
Of course, if the state-experience factor is very large, all employers will pay 
the maximum rate in any case. 

Briefly, it may be said that if an employer pays in excess of the maxi- 
mum benefit wages chargeable, he will decrease his tax rate; this decrease 
will be emphasized if no $3,000 limit is had in defining “taxable payrolls,” 
and he pays salaries in excess of $3,000. 

Will the Cliffe Plan yield a constant average rate of return? 

Obviously not, since it is primarily a replacement plan. While any 
experience-rating scheme can be modified so as to yield any constant average 
rate of return,'* to so modify the Cliffe Plan would be to change its replacing 
function to that extent. ‘This point is perhaps one of the most widely mis- 
understood in this subject. 

Incidentally, of course, it is sheer nonsense to say that all experience- 
rating plans will necessarily bankrupt the state funds, as some have claimed. 

Shall we use the Cliffe Plan to reduce tax rates? 

The first step in choosing a tax rate is to decide what we expect of the 
benefit formula with regard to coverage, eligibility, waiting period, duration, 
minimum, maximum and average weekly rates, and disqualifications. ‘To 
talk about the adequacy of a fund or tax before some rough idea of what is 
being expected as to these matters is to perform a meaningless action. A 
discussion on adequacy is beyond the scope of this article’®. Obviously, 
if the benefits are found “inadequate” in any jurisdiction, a reduction in 
the average state tax is undesirable. All present information, it might 
be said, points to general “inadequacy,” regardless of how it is defined 
from a civilized viewpoint. 

The next step, even assuming we find that a jurisdiction is paying 
“adequate” benefits, before we agree to a reduction in the average state 
tax, is to decide whether we are to have some national system of reinsur- 
ance that will enable other less fortunate jurisdictions, which have such 
large amounts of unemployment as to make difficult or impossible the 





4 This method is described in “Experience Rating Under State Unemployment Compensation Laws,”’ 
1938, p. 58, Social Security Board, Washington, D. C. At present Connecticut and Utah use this 
idea to obtain average rate yields of approximately 2.1 per cent and 2.6 per cent, respectively. The 
statutes of four states and two territories with experience-rating provisions—Alaska, the District of 
Columbia, Louisiana, Nevada, West Virginia and Wyoming—specifically call for setting rates so 
that an average yield of 2.7 per cent will be had. 

* For further information on this point, see: ‘‘Liberalizing Unemployment Compensation,” b 
Altmeyer (pp. 3-5) and “Notes on Adequacy of Unemployment Compensation,” by Daniel 42 
and Marvin Bloom (pp. 6-9) in the Social Security Bulletin, January, 1940. Especially complete is 

“Unemployment Compensation, Contributions, Benefits & Reserves,” Employment Security Memoran- 
dum No. 5, 78 pp., February, 1940, Federal Security Agency, Washington, D. C. 

For current data on the benefits paid, contributions collected, ratios of benefits to contributions, 
size of fund by state, etc., see the Social Security Bulletin, published monthly by the Social Security 
Board, Washington, D. C. 
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building of adequate funds or the payment of adequate benefits, to do so. 
Such a fund appears to be not only desirable but necessary. Further 
discussion of this point is likewise beyond the scope of this article’®. 

When is a “safeguard” in a Cliffe Plan really a safeguard? 

Some of the plans to insure the adequacy of the state fund have in- 
serted “safeguarding” provisions, modifying the “straight” Cliffe Plan already 
described. ‘Their purpose is to keep the fund from becoming too small, and 
they call for increasing rates in a specified manner. Usually, however, along 
with this, a provision is added that if the fund becomes too large, the 
Cliffe rates shall be decreased in a specified manner. For brief comments 
on these see Appendix II, Part II. 

* The need for such a plan is pointed to, among other places, in ‘Financial Aspects of Unemployment 


Compensation Experience,” in the September, 1939, issue of Survey of Current Business (published 
by the Department of Commerce, Washington, D. C.) by Louis Levine and E. R. Lerner. 


APPENDIX I: 
Mathematical Theory Behind the Cliffe Plan 


All Cliffe plans operate, fundamentally, on the following idea: Suppose we wish to 
replace a given amount of benefits paid out in a given period by levying an unemploy- 
ment compensation tax upon employers; assume further that the individual payrolls in 
the year upon which the taxes are to be levied are the same as those in the average yeat 
in the experience period being considered; and, finally, that no minimum or maximum 
rate is used. There will be a replacement of the benefits paid out for the state, for this 
reason: 


1. Let the experience period be the three most recently completed calendar years 
for the state- and the employer-experience factors. 





Let p,, Pp,» ———, P, equal the total payrolls of each employer during the three- 
year experience period. 
Let bw, bw,, —-—, bw, equal the total benefit wages charged to each employe! 
F within the experience period. 


Let z equal the state-ex perience factor or 


the benefits paid out for the state in the experience period 





bw, + bw, + ——— + bw,, in the experience period 
The employer-experience factor during the experience period, using the above symbols, 
. _ bw 
is represented by —, 
P 
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2. Using the above symbols, the contributions will be equal in one year to: 


(a) bw. Xz Xp bw, Xz X p, 
War eee plus a ams plus ——— 
P, 3 P, 3 
bw, xX zx Pn 
plus a amis 


Py 3 


(canceling out the “p’s”) 


(b) =— (bw, + bw, 4+ —-—-— +4 bw,) 


the benefits paid out for the state 
bw, + bw, + —-—— + bw, 


equation (b) becomes 


(c) But since z = 





= 1/3 of the benefits paid out for the state during the experience period. 


3. In the above, we assumed that the payrolls in the year to be taxed (let us call 
this year 1) are the same for each employer as his average annual payrolls in the experience 
period. Suppose, however, that this assumption is changed; that the payrolls of employers 
a through m go up, those of employers n through q go down, and the rest remain con- 
stant. How would the yield for year I be affected? 

The answer is, that the net gain or loss to the fund would be: 








2m i= i=¢ i=¢ 7 
bw bw bw bw 
z i i i- i 
pri xX ——] — —|; —- — pri X — 
Pi 3 3 p! 
a ia isa i=n isn 
i=m 
where ) means the sum for employers a through m. For example, 
isa 
ioc 
bw 
i 
pri X —— } means the sum of the individual products of the individual 
Pi 
ia 


employer-experience factors times their respective payrolls in the year to be taxed, for 
employers a through m. 

If the above expression is negative for a number of years to a sufficient degree, the 
fund, of course, will be exhausted. 

It will be observed that the formula 2 (a) can be made to replace any chosen amount 
simply by substituting the chosen amount for the numerator of the fraction represented 
by the state-experience factor. 
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APPENDIX II (Part I) 


Comparison of the Cliffe Plan Statutes, Bills, Proposals as of July 1, 1940 


























NOTE: 
Possible | Definition of state Alabama 
number of | experience factor’ Maximum 
concurrent | (a) Length of most | benefit wages 
Effective | employer taxes | Cliffe tabular | recently completed | chargeable (per 
Jurisdiction lentification late! | in a single year rates in | period used? claimant per 
— percent? b) Are deductions | benefit vear 
} | Mini- | Maxi- | (such as interest and | when benefits 
|} mum | mum | penalties) made from | are first paid 
number} number ‘benefits paid out’’? | in benefit year 
Col. I Col. 2 Col.3 | Col. 4 | Col. 5 Col Col. 7 | Col. 8 —— 
| 
Alabama* LU. C. Law, See. 4 | Apr.1, 1941] 1 6 | (a) 3 calendar years | $3,000 Dist. of 
| (b) Yes 
Delaware U. C. Law, Sec. 7 | Jan. 1, 1942 1 9 | | (a) 1 calendar year | $1,170 
| | | (b) Yes | 
} 
Dist. of Columbia*} Proposa! by Dis- | Jan. 1, 1941 1 6 0.5, 1, 1.5, 2, | (a) 3 calendar years | $494 per cal. 
trict Board of } 2.5, 2.7 (b) No qutr. 
Trade (Febru- | | 
ary, 1940 | 
| | Illinois 
Illinois | U. C. Law, Sec. 18 | Jan. 1, 1943 l ; 8 0.5, 1, 1.5, 2, (a) 3 calendar years | $1,024 
| 2.5, 3, 3.6 (b) No 
Massachusetts U. C. Law, Sec. 3 | Jan. 1, 1942 1 6 0.5, 1, 15, 2, a) 3 calendar vears $1,280 i 
| 25, 2.7 b) No 
New Jersey4 Sholl Bill (Assem- | Jan. 1, 1942 1 i 9 0.5, 1, 1.5, 2, a) 3 calendar years | $1,440 
bly Bill No. 51 } 2.5, 3, 3.5,4 | (b) Yes 
Introduced Jan. | Massac 
| 15, 1940 
} | 
New York* Wadsworth Bill | Jan. 1, 1941 1 7 | (a) 3 calendar years | $1,332 
o. 708 (same | (b) No 
as 5. 544) dated 
} an. 23 940 
Jan. 23, 194 | New Y 
Texas? U. C. Law, See. 7 | Jan. 1, 1941 1 9 | (a) 1 calendar year $400 per cal. 
| b) Yes qutr. 
Virginia U. C. Law, See. 7 | Jan. 1, 1941 1 | 5 a) 3 calendar years | $960 
| | b) y es 
| | 
New Je 
* Alabama also has employee contributions of .1, .3, .5, .7, maximum; in Virginia, the absolute minimum is 0.7 per cent 
.9, and 1%, corresponding to the six employer retain ol. 6. In some states the intermediate rates are adjusted. See 
To make an employee's rate depend upon his employer's Part II of Appendix II. These rates apply to payrolls ins ) 
experience seems to be difficult to justify. New York at calendar year except in Alabama, where the period is April 
present has no experience rating; the Dist. of Columbia has 1-March 31. 
an experience-rating law calling for the agency to fix rates, 3 At present all plans define the employer-experience factor 
effective January, 1941, on whatever basis it sees fit, with the in terms of the three most recently completed calendar years Texas 
rates not less than 1/4 per cent nor more than 4 per cent. 4 The Sholl Bill has a provision for the abolition of the present Virgini 
1 All the plans require that before an employer may receive 1 per cent employee contributions; if the Cliffe Plan is enacted -_ 
an experience rate, there must have been at least three years and the section pertaining to the abolition of employee oe 
throughout which his employees, if eligible, could have re- tributions is not, a result will be had whereby labor may, 
ceived benefits; this is in oe py with the Federal Social following years for which the benefits to be replaced a 
Security Act, technically cited as the Federal Unemployment small, bear as high as twice the tax burden the employers will 
Tax Act, See. 1602 (a) (1). have. j 
5 Sec. 7(c)(3) of the Texas statute says: “Benefit wages for 
2 All taxes in this table are state taxes; the employers who are 1938 shall be the average of 1939 and 1940,” thereby raising 
also subject to the Federal Unemployment Tax, who obtain a question of conformity with the interpretation of the three- } 
fuli credit for state taxes, will pay an (additional) Federal tax year experience period required by Sec. 1602 (a) (1), i.e., must _ 
of .3 per cent The first and last rates in this column the actual experience be taken for each of three years, or is * Th 
except for Virginia, represent the absolute minimum and an estimate good enough? Distri 
this ti 
limites 
hence 





consta 
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APPENDIX II (Part II) 
Method of Adjusting Rates in Column 6 of Part I of Appendix II* 
NOTE: For the precise definition of (taxable) “payrolls” as used below, the state statute should be c lted 
Alabama Let P = largest amount of taxable payrolls for any of three preceding calendar years for the state 
bum B Total state benefits paid for a calendar year By 
wages —= - (to nearest .1°%) and — = largest ratio of — in ten 
» (per P Total taxable payroll for the preceding calendar year P; P 
it per ‘ 
oad 3 By 
ed most recently completed calendar years, then: if at end of any calendar year state fund falls below — Px — 
Ss 9 P 
, paid ; seks 2 ly 
it year the state experience factor for the year following the experience period is to be doubled. 
Ss Delaware No adjusting. 
Dist. of Columbia Let F = size of state fund at end of last completed calendar year and P = state payroll for last completed 
$14,000,000 — F 
calendar year. Then if F exceeds $14,000,000, the adjusted rate is —---——————- (to nearest 0.1 per 
> 
F — $12,000,000 
cent) plus rate in col. 6 of part I; if F is less than $12,000,000, —--—-—-——— (to nearest 0.1 per cent) 
r cal, 
plus rate in col. 6 of part I will give the adjusted rate. 
Illinois If F = size of state fund as of Dec. 31, 1942 and A = fund at end of last ae calendar year, then 
.60 A 
if A is less than 60 per cent F, the state-experience factor is increased by If A is more than 
f ; A — 140% F 
140 per cent F, then the state-experience factor is decreased by - 
04 F 
Massachusetts If state fund becomes less than the largest amount of benefits paid in the 10 most recent calendar years 
for state, then, effective the following quarter, rates are increased by 14 per cent. If after such increased 
rates have been in effect for at least one-half year, the fund continues to be less than such benefits, then, 
effective the quarter following such finding, all pay 2.7 per cent. Whenever the fund becomes more than 
114 times such benefits, rates in col. 6 of part I become effective once more. 
New York Let F = size of state fund at end of last completed calendar year, and B = largest amount if benefits paid 
» eal out for the state in any of the preceding ten completed calendar years, and P = state payrolls for the most 
; recently completed calendar year. Then if F is less than 1)4B, rates in col. 6 of part I are increased by 
144B—F 
—————— (adjusted to nearest 0.1 per cent). If F is more than 2B, rates in col. 6 of part I are decreased 
P 
F-2 
by ————— (adjusted to nearest 0.1 per cent). 
P 
New Jersey Let F = amount in state fund as of December 31, 1939, and A = amount in fund at end of last completed 
60% F—A 
ri > calendar year; then if A is less than 60 per cent F, the state-experience factor is increased by a 
d. .06 F 
lls ina) A — 140% F 
is April if A is more than 140 per cent F, the state-experience factor is decreased by ——————— 
.06 F 
e factor . — 
\r years Texas No adjusting. 
, — Virginia Let F = amount in state fund at end of last completed calendar year, P = largest amount of state payrolls 
yee COn- upon which contributions were paid in any of the nine most recently completed calendar years, and 5S = the 
> teat total of the state payrolls on which contributions had been paid in the most recently completed +5 | 
ys oO 
ual . . . 2 o tol 
ond “il year, then: If F is less than 414 per cent P, the rates in col. 6 of part I shall be increased by . 
P ! (adjusted to nearest 0.1 per cent). If F is more than 5} per cent P, the rates in col. 6 of part I shall be. 
ages for — §} 6% Z 
y — decreased by (adjusted to nearest 0.1 per cent). 
le three- Ss 
e., must 
rs, or is 


* The following remarks may be made of the above: the 





District of Columbia, Illinois and New Jersey types seem, at 
this time, to afford inadequate protection because of the 
limited number of years of actual benefit experience, and 
hence lack of justification for choosing a fund of an arbitrary 
constant size. The New York and Massachusetts types 


seem more reasonable as safeguards by virtue of the long 
period which they consider. However, since we have had 
only two or three years of benefit experience, this kind of 
safeguard, at present, is not effective. Of course, if the 
“straight” plan has a defect, such as a very low absolute 
maximum rate, no “safeguard” will be worthy of that name 
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HaAroLp F. Nortu WALTER DIETZ 


OST of the members of AMA already know from a previous announcement that the 

new Vice President of the Personnel Division of the American Management Associa- 
tion is Harold F. North, Industrial Relations Manager of Swift & Company. The 
announcement is repeated here for the special interest of PERSONNEL readers. Mr. North, 
one of the leading figures in the industrial relations field, succeeds Walter Dietz, Per- 
sonnel Relations Manager of Western Electric Company, who served the Division during 
1939-1940. 


Mr. North’s election was announced at the Annual Business Meeting of the AMA, 
held in New York City in June. For years, he has been an active member of the 
Association and is widely known to the membership and to the industrial relations world 
in general. He is a familiar figure in industrial relations affairs in Chicago and is now 
Vice President of the Chicago Industrial Relations Association. 


Mr. North is typical of that group of executives who did so much to make industrial 
relations prominent among those problems on which the most serious management 
thinking is done. Human relations in business has always been his chief interest from 
the time when he began his career as a worker in the Swift & Company plant back in 
igi0. In 1920, as a division superintendent he took on line organization responsibilities 
for industrial relations and in 1922 was transferred to staff organization in the head- 
quarters’ industrial relations department. Since then he has held various jobs in the 
training division in charge of employee relations, and three years ago he was appointed 
head of the department. 


His views and beliefs regarding management-worker relations and the responsibilities 
of the personnel officer are well summed up in the paper that he presented before the 
AMA at the last Industrial Relations Conference in Chicago in February, 1940. This 
paper is printed in the AMA booklet, “New Responsibilities of the Personnel Executive,” 
Personnel Series Number 45. 


Mr. North's predecessor, Walter Dietz, in the meantime, has become a Director of 
the AMA. In May, Mr. Dietz addressed the Association’s Production Division and pre 
sented one of the most unusual papers that an AMA audience has heard this year, 
‘**Feelings’ and Production Costs,” in which he demonstrated the importance of other 
than financial incentives in lowering production costs. 
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AMONG THE LOCAL INDUSTRIAL RELATIONS 
ASSOCIATIONS 


EARLY every major city, of the United States and all important indus- 

trial regions have their local industrial relations associations, whose 
membership is comprised of personnel executives from neighboring plants. 
Holding regular meetings and sponsoring research in various aspects of per- 
sonnel administration, these associations exercise a highly beneficial influ- 
ence on employer-employee relations. Their common purpose is to facilitate 
interchange of thought on personnel problems which are of mutual concern. 

These regional groups have proved especially effective in dealing with 
problems of purely local origin. In performing such work as making com- 
munity wage surveys, handling local vocational training problems, and fill- 
ing local labor shortages, the groups perform an invaluable service to their 
communities and to industry. 

In an effort to learn what specific activities the local groups were cur- 
rently engaged in, the American Management Association, over the past 
few months, has corresponded with officers of many of the associations. The 
replies indicate that while during Summer months the associations are 
relatively inactive, during Autumn, Winter and Spring they carry forward 
intensive programs, and, over the course of the year, mark up some highly 
creditable achievements. 

There follows a brief account of the activities of some of the groups 
that were heard from. Any association not mentioned here is invited to 
inform the AMA of its activities, as it is planned to publish regular reports 
on the work of local groups in future issues of PERSONNEL. It is hoped thus 
to keep members of the respective associations apprised of the activities 
being carried forward in the different regions of the country and to make 
industry in general aware of the widespread cooperative work being done 
by industrial relations executives in an effort to improve human relations 
in business. 


Chicago 


One of the oldest and most active of the associations is the Industrial 
Relations Association of Chicago, with offices in the McGraw-Hill Building 
at 520 North Michigan Avenue, Chicago. ‘Ten individuals started the 
Chicago association back in 1915. Known then as the Employment Advisers’ 
Club, it was the third local organization of employment and industrial rela- 
tions workers in the country. Now its membership includes about 100 repre- 
sentative industries and business concerns in the Chicago area. 

Last June this Association celebrated its twenty-fifth anniversary with 
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a dinner attended by more than 400 members and guests. Among those 
who addressed the group at the anniversary dinner were: Arthur Young, 
former Director of Industrial Relations, U. S. Steel Corporation, and former 
Vice President of AMA’s Personnel Division; Walter Dietz, Personnel Rela- 
tions Manager, Western Electric Company, and also former Vice President 
of the AMA Personnel Division; and E. E. Sheldon, first secretary of the 
original Chicago group. 

Fred C. Parker, whose full-time job is Secretary of the Kiwanis Inter- 
national, has served as secretary of the Chicago association for many years. 
Newly elected officers are: president, Paul A. Mertz, Director of Company 
Training, Sears, Roebuck; vice president, Harold F. North, Industrial Rela- 
tions Manager, Swift & Company, and newly elected Vice President of the 
AMA Personnel Division. 

Meetings are held by the Chicago association monthly, except during 
July and August, at the dining room of the Chicago Bar Association, 29 
South La Salle Street. In addition to these meetings, the Association spon- 
sors study groups on various personnel problems and publishes the findings 
of these committees for the benefit of members. It is planned to publish a 
detailed description of how these study groups work in a subsequent issue 
of PERSONNEL. 


Pittsburgh 


Another long-established association is the Pittsburgh Personnel Associa- 
tion, which carries forward a program somewhat similar to that followed 
at Chicago, with special emphasis on group study work. The president of 
the Pittsburgh association is H. K. Breckenridge, Assistant to the President, 
West Penn Power Company; the secretary-treasurer is John D. Beatty, head 
of the Bureau of Recommendations, Carnegie Institute of Technology. Any 
inquiries about the Association should be directed to Mr. Beatty at the 
Carnegie Institute of Technology, Schenley Park, Pittsburgh. 

Here are some of the activities that the Pittsburgh association has un- 
dertaken (they are mentioned merely as being illustrative of the type of 
work a local association can do rather than as a comprehensive list of such 
activities): assisting in the establishment of a central placement bureau; 
making a complete record of minors available to the employers of Pitts- 
burgh; developing closer relations and understanding between public schools 
and business; making a quantitative and qualitative study of vocational 
demands of Pittsburgh industry; interesting the public in personnel work 
through talks broadcast by radio and through newspaper articles; encour- 
aging the training of apprentices and the development of educational 
courses within industry. 

In a series of meetings sponsored this year by the Association, such 
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topics as the following were considered: employee merit rating; the foreman 
in management; social security; supervisory training; seniority procedure; 
and the foreman’s role as an interpreter of company policy. Just recently 
the group met to discuss the personnel problems of the defense program. 
The subject specifically treated was the coord:nation of the industrial, gov- 
ernmental and educational organizations to meet the personnel needs cre- 
ated by the defense movement. 

The Pittsburgh group also has had the following committees function- 
ing during 1939 and 1940: Apprenticeship Program for the Pittsburgh 
District Committee—G. D. Whitney; Adjustment Practices Committee—Car- 
man B. Smith; Labor Legislation Committee—George Mills; Employment 
Practices Committee—John Reno; Economic Security Committee—S. W. 
Rudy; Trends in Personnel Work Committee—P. H. McCance. 


Philadelphia 


The Industrial Relations Association of Philadelphia is one of the most 
active of all local groups, and its committees are constantly engaged in some 
type of cooperative study. The published findings of these committees 
constitute some of the important literature of personnel administration. 
The president of this Association is James L. Lovitt, of the Philadelphia 
Rapid Transit Company. 

Projects undertaken by the Philadelphia association during the past 
year have included: extensive study of the nature, principles, reliability, 
validity, and methods of establishing a company rating plan; descriptive 
study and report on the qualification card (a continuation of a study made 
last year on job specifications); and a study of vocational guidance. 

The May, 1939, issue of PERSONNEL carried the Philadelphia Indus- 
trial Relations Association’s report on “Salary and Wage Administration.” 
Members of this Association have also contributed articles to PERSONNEL, a 
notable example being Samuel L. H. Burk’s “Case History in Salary and 
Wage Administration.” Mr. Burk was formerly secretary of the Association 
and now is one of its vice presidents. 


Pacific Coast 


One of the country’s important industrial relations conferences of the 
year was the all-day meeting on personnel management and labor relations 
held at the Lake Merritt Hotel in Oakland, California. The conference was 
sponsored by the California Personnel Management Association. While this 
Association does not issue formal reports, it holds many interesting meetings 
which furnish an opportunity for industrial relations executives in this region 
to exchange experiences on current problems. ‘The secretary of the Associa- 
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tion is Everett Van Every, who can be reached at the Bureau of Occupations, 
University of California, Berkeley. 

In Los Angeles, the Los Angeles Industrial Relations Association is now 
in its formative stages. It sponsors meetings during the year, and is headed 
by Paul W. Bell, Director of Personnel at the Los Angeles Times. 


In Other Cities 


In other cities there are similar local associations whose activities follow 
the lines of those described in the foregoing sections. These associations and 
their officers are listed below. While there may have been recent changes in 
the names of the officers mentioned, any of the executives listed here will be 
glad to direct those interested in membership in the respective associations 
to the new officers. 

The Cleveland Personnel Group. The secretary is J]. W. Vanden Bosch, 
who may be addressed at the Cleveland Chamber of Commerce, 400 Union 
Commerce Building, Cleveland, Ohio. 

The Industrial Management Council of Rochester. The manager is 
A. E. Crockett, 55 St. Paul Street, Rochester, New York. 

The Industrial Relations Association of Buffalo. The president is 
Edgar P. Mountfort. The secretary is James R. Dick, who may be reached 
at the Standard-North Buffalo Foundries, Inc., 743 Hertel Avenue, Buffalo, 
New York. 

Industrial Relations Association of Wisconsin. The president is Arthur 
V. Frank, of the Heil Co. The secretary is Len Bartell, Maynard Electric 
Steel Casting Co., Milwaukee, Wisconsin. 

Memphis Personnel Association. The president is W. B. Dominick, 
Regional Personnel Supervisor, HOLC. ‘The secretary is Miss Leora Bledsoe, 
S. H. Kress and Company. 

New Jersey Personnel Group. The chairman is P. M. Russell, who may 
be addressed at the New Jersey Bell Teaphane Company, 540 Broad Street, 
Newark, New Jersey. 

Louisville Personnel Association. The president is L. W. Kerberg, Per- 
sonnel Director of the Mengel Company, Louisville, Kentucky. 

Indiana Personnel Association. A. O. Brockriede, Personnel Director 
of the Sunbeam Electric Manufacturing Company, Evansville, Indiana, is 
president. 

Pacific Northwest Personnel Association. J. W. Rupley, Administrative 
Assistant and Personnel Officer, Farm Credit Administration of Spokane, 
Spokane, Washington, is the general manager. 

Montreal Personnel Association. The president is K. D. Macaulay, who 
may be reached at Sun Life Assurance Co. of Canada, Dominion Square, 
Montreal. 
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Personnel Association of Toronto. The secretary is H. C. Hudson, 
Parliament Building, Toronto. 


Activities at Universities 


Complementing the work done by the local associations are the activi- 
ties of various universities and colleges that have sections devoted to the 
study of personnel administration and industrial relations. ‘These institu- 
tions hold conferences which are widely attended by business executives, 
and undertake research studies through professors and students. It is not 
possible to mention in detail here any of the literature that has resulted 
from the conferences and research sponsored by universities. However, 
anyone interested in further information concerning the activities and 
printed bulletins of these institutions should address them directly. Among 
the universities that engage in these studies are the following: 

Princeton University, Princeton, New Jersey. ‘The director of the 
Industrial Relations Section is J. Douglas Brown. 

Massachusetts Institute of Technology, Cambridge, Massachusetts. ‘The 
director of the Industrial Relations Section is W. Rupert Maclaurin. 

University of Michigan, Ann Arbor, Michigan. John W. Riegel is 
director of the Bureau of Industrial Relations. 

Purdue University, Lafayette, Indiana. David L. Arm, Professor of 
Mechanical Engineering, is acting director of the Personnel Service in the 
absence of Dr. J. E. Walters, who has recently begun a sabbatical year as 
Personnel Director for the Revere Copper and Brass Company, Rome, New 
York. 

Pennsylvania State College, State College, Pennsylvania. H. P. Ham- 
mond, Dean of the School of Engineering, is in charge of Pennsylvania's 
Industrial Conference and other activities of this nature. 

Rutgers University, New Brunswick, New Jersey. J. H. Vertrees is 
head of the Executive Training Bureau. 

Stanford University, Palo Alto, California. The director of the Indus- 
trial Relations Section is Paul Eliel. 

Queens University, Kingston, Canada. The head of the Industrial 
Relations Section is J. C. Cameron. 








Recent Books of Interest to Personnel Executives 


Training Procedure. By Frank 
John Wiley & Sons, 
Inc., New York, 1940. 230 pages. 


Cushman. 


52.00. 


In this book the author explores 
the whole problem of training em- 
ployed personnel. The treatment 
includes examples and discussions 
of situations from industrial, busi- 
ness and public service organiza- 
For this 


tions. the text 


should be a valuable reference or 


reason 


handbook for any executive or per- 
sonnel administrator who is respon- 
sible for in-service training. 

The author starts with the fun- 
damental principle that, regardless 
of the nature of the organization, 
the prime purpose of in-service 
training should be improvement in 
the performance of work. Although 
in some earlier attempts in indus- 
trial in-service training this was not 
fully recognized, unfortunate ex- 
periences and the development of 
successful training programs have 
led to a more general acceptance of 
this principle. 

It is pointed out in the preface 
that the treatment of the subject is 
intended to stimulate thinking 
rather than to solve all the problems 
that might arise. The author, how- 
ever, has covered the field quite 
thoroughly so that, by careful study 
of this text, any executive or person- 
nel administrator should find in- 
valuable assistance in the prepara- 
tion for and operation of a training 
program. 


84 


Chapter I deals briefly but con- 
vincingly with the need for organ- 
ized training procedure from the 
cost angle. It distinguishes between 
preparatory training for a given 
assignment and subsequent training 
for improvement of performance. 
It then deals with the conditions 
within an organization which may 
indicate the need for training, and 
finally treats the common fallacies 
concerning training and typical mis- 
takes which have been made in the 
setting up and operation of training 
programs in the past. 

In subsequent chapters the au- 
thor emphasizes the importance of 
proper placement of responsibility 
both for general results within the 
organization and for the carrying 
out of training procedures. He 
dwells at length on the importance 
of training at all levels in the or- 
ganization, from workers to super- 
visors and executives. Much space 
is devoted to the fundamental prin- 
ciple that analysis of the job should 
precede any attempt to prepare 
training material. He also points 
out that no training effort can be 
fully successful unless it is preceded 
by careful preparation of material 
and by the training of those who 
are to carry on the training. He 
points out repeatedly that any suc- 
cessful training program must have 
the support of the upper executives. 
He also points out, but possibly does 
not emphasize sufficiently, that in 
the case of supervisory training this 
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support should include active par- 
ticipation. 

Charts and tables are set up as 
guides for the analysis of the train- 
ing problem, for the analysis of the 
field, job or position in which train- 
ing is to be carried on, and for the 
preparation of the training material. 

As the author points out, com- 
plete detail could not be given in a 
text of this length. ‘he treatment 
of the subject is thorough enough, 
however, to be of value to any 
executive who wishes to explore the 
field and to any personnel adminis- 
trator who has a program under 
way or who contemplates the estab- 
lishment of such a program. 

Reviewed by A. B. Gates, Divec- 
tor of Training, Eastman Kodak 
Company. 


The New Techniques for Super- 
visors and Foremen. By Albert 
Walton. McGraw-Hill Book Com- 
pany, Inc., New York, 1940. 233 
pages. $2.50. 


Because of the unique _ back- 
ground from which Dr. Walton 
writes, a more appropriate title for 
his book might be: “A New Ap- 
proach to Old Problems of Super- 
vision.”” University work at both 
ends of 25, years of industrial experi- 
ence provides the author with a 
keen insight into what is under the 
surface of human relations. 

“Greatness is not a single trait, 
but a combination of traits brought 
to bear upon a situation which de- 
mands that particular combination 
for its solution.” And—‘‘One of the 





serious jobs of management today 
is to find some way of restoring the 
(workers’) interest that has been 
lost.” “These sentences set the tone 
of the book. 

Psychology is defined as a study 
of human behavior. Its significance 
is held to lie in the fact that “no 
two people are exactly alike and no 
one person is ever exactly the same 
one moment that he was the mo- 
ment before or will be a moment 
later.’ ‘Trying to comprehend that 
is like visualizing the edge of space. 
It carries with it a challenge to real 
leadership. 

In an interesting chapter on hu- 
man habits, an encouraging note 
is struck in the thought that while 
each of us has a dominant method 
of responding to life’s situations— 
with action, with emotion, or with 
words—everyone has a chance to go 
to the top whatever system he uses. 

Aptitudes are inherited while 
abilities can be developed—if the 
aptitude exists. Dr. Walton throws 
down the gauntlet to executives and 
supervisors who fail to discover the 
aptitudes of those working under 
their direction and states that the 
simplest way to find ability is to 
give it a chance to demonstrate 
itself. 

Old dogs can learn new tricks 
unless there is too much satisfaction 
with the old ones and no incentive 
to acquire new ones, he says. “‘Ig- 
norance is always contented and 
always resists change, but progress 
is not made when such factors are 
in control. By the time we have 
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arrived at adult ages, we are the 
product of these two elements—the 
equipment we were born with and 
what we have learned.” 
Excellent advice and guidance 
are offered from long experience on 
the subject of industrial testing, 
with emphasis placed upon careful 
preparation and slow, deliberate 
application. It is a time-tested and 
proven activity, but serious errors 
have been made through amateur- 
ish and hasty efforts. Tests should 
be used as an aid to employment 
and selection for promotion and 
not as the entire basis of judgment. 

While there is broad controversy 
as to what personality is, whatever 
it is, it can be planned and devel- 
oped. “Most personalities have de- 
veloped by the chance happenings 
of life, but there is no reason to 
continue to leave the development 
of our own personalities to the same 
One 
of the excellent features of this book 
is that, in making such statements, 
the author backs them up with sug- 


sort of chance from now on.” 


gestions as to how it can be done. 
Resistance to change is not so 
much nature of the 
change as to the speed with which 
it is introduced. 


due to the 
“The gyroscope 
be shifted, but it cannot be 
yanked into a changed position.” 


may 


Such one-sentence gems are found 
all through the pages. 

Through several short chapters, 
sparkling with illustrations from 
life, pressure is subtly and effectively 
brought to bear on the reader to 
shake him out of any complacency 


he may be enjoying. Improvements 
in methods in every field are con. 
tinually being made and ultimately 
become standard practice. ‘The 
man who is so satisfied with his own 
answers to all questions as to think 
he has little left to learn, or who 
has accumulated a stock set of re- 
sponses to all situations in life, is 
old whether he is 25 or 65.” 


Discussion of tatigue, monotony 
and accidents leads to the observa- 
tion that if a man’s job is fascinat- 
ing and keeps him keyed to a high 
pitch, he will not complain of being 
tired. Ifa job is uninteresting, the 
mind is compelled to wander, but 
the most routine job can be made 
interesting. 


Morale is a matter of human re- 
lations. Any organization will “re. 
sist the efforts of the troublemakers 
if the entire supervisory force has 
for several years been following the 
policy of considering the workers 
as normal human beings normally 
dominated by their emotional re- 
actions.” 


This book ends with a strong case 
for self-improvement. It summarizes 
what has been uppermost in the 
reader’s mind throughout the pre- 
ceding pages: What can you do 
about it? Analyze yourself—lay out 
a program—realize that advance- 
ment in life depends as much upon 
total impression made on others as 
upon special aptitude and ability 
for the job at hand. 

Best Chapter: “Some Facts About 
Learning.” 
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Best Sentence: ““Wages affect the feelings of the man on the job.” 
pocketbook and long hours curtail (Page 107) 
leisure time: but irritations affect Both should be reprinted and dis- 
the emotions, and we are beginning tributed to every supervisor and 
io realize that the essence of em- foreman in American industry. 
ployer-employee relations is a sane Reviewed by Lawrence A. Ap- 
consideration of the factor of the pley, Socony-Vacuum Oil Co., Ine. 


Suggested Bibliography of Literature on 
Industrial Training and Apprenticeship 


TRAINING FOR NATIONAL DEFENSE. A Report by J. W. Studebaker. U. S. 
Office of Education. May 29, 1940. 

PRACTICAL TECHNIQUES OF INDUSTRIAL TRAINING. Personnel Series 42, 
{\merican Management Association. New York, 1940. 

TRAINING SOLUTIONS OF COMPANY PROBLEMS. By Martin S. Firth. Studies 
in Personnel Policy, Nos. 15 and 18. National Industrial Conference Board, New York, 
1939-1940. 

OUTLINE OF INDUSTRIAL RELATIONS POLICIES IN DEFENSE INDUSTRIES. 
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Industrial Relations Section, Princeton University. Research Report Series No. 62. 1940. 

MOTION STUDY TRAINING FOR COST REDUCTION. William R. Mullee. 
PERSONNEL, November, 1938. American Management Association. 

TRAINING THROUGH PROGRESSION ON THE JOB. By Alfred T. Garrett. 
PERSONNEL, February, 1938. American Management Association. 

STEEL FOUNDRY APPRENTICESHIP. Steel Founders’ Society of America, 420 
lexington Avenue, New York City. 1938. 

APPRENTICE TRAINING IN THE METAL TRADES. By F. K. Ferguson. Pro- 
ceedings of Industrial Personnel Institute (pp. 101-105), Purdue University, Lafayette, 
Ind., June, 1938. 

\PPRENTICESHIP TRAINING IN DETROIT. By O. F. Carpenter. Proceedings 
of Industrial Personnel Institute (pp. 80-83) Purdue University, Lafayette, Ind., June, 1937. 

WISCONSIN APPRENTICESHIP RECORD SYSTEM. Federal Committee on Ap- 
prenticeship. Division of Labor Standards, U. 8. Department of Labor, Washington, D. C. 
1940. 

INDENTURED APPRENTICESHIP. Federal Committee on Apprenticeship, Divi- 
yon of Labor Standards. U. S. Department of Labor, Washington, D. C. 1936. 

THE TECHNIQUE OF TRAINING SKILLED WORKERS. Institute of Management 
‘eries 17, American Management Association. New York, 1940. 

\PPRENTICESHIP. By Stewart Scrimshaw. McGraw-Hill Book Company, New 
York, 1932. $2.50. 

\PPRENTICE EDUCATION. Federal Board for Vocational Fducation. June, 1923. 
Bulletin No. 87. Trade and Industrial Series No. 25.) 

\PPRENTICESHIP IN THE METAL TRADES. Third Edition. National Metal 
lrades Association, 1021 Peoples Gas Building, Chicago. 1922. $1.00. 

THE INSTRUCTOR, THE MAN AND THE JOB: A Handbook for Instructors 
of Industrial and Vocational Subjects. Charles R. Allen. J. B. Lippincott Co., Phila- 
delphia. 1919. $2.50. 














BOOK NOTES 


LABOR PROBLEMS IN AMERICA. Edited by Emanuel Stein and Jerome Davis, 
Farrar & Rinehart, Inc., New York, 1940. gog pages. $3.50. A broad examination of 
labor conditions in the United States intended primarily for use by the student. It is 
divided into six books, each dealing with a different aspect of the problem: labor’s en: 


vironment; the development of the labor movement; the contemporary situation in thé 


trade union movement; the part of the employer in labor problems; the relation of 
government to labor; foreign labor movements. 


STUDIES OF ONE AND TWO-HANDED WORK. By Ralph M. Barnes, M. E 
Mundel and J. M. MacKenzie. University of lowa Studies in Engineering, Bulletin 21. 
University of lowa, Iowa City, March, 1940. 68 pages. 50 cents. This bulletin is the 
fifth in a series describing investigations of hand motions used in tactory work. The first 
part of the bulletin presents the results of a study of grasping small parts from different 
type bins; part two deals with grasping various-sized parts; and part three gives the 
results of a study of positioning small parts. 


PFHE NATIONAL LABOR RELATIONS ACIT—SHOULD IT BE AMENDED: 
Compiled by Julia E. Johnsen. The H. W. Wilson Company, New York, 1940. 416 
pages. $1.25. In this number of the Reference Shelf the compiler presents without preju 
dice some of the factual and controversial material underlying the public hearings and the 
current discussions on the Wagner Act. The charges and defense by some of the more 
prominent spokesmen on each side are included, also the cases of the advocates and 
opponents of amendment. A sidelight is given on state legislation of a similar nature. 


THE HEALTH INSURANCE DOCTOR: HIS ROLE IN GREAT BRITAIN, DEN 
MARK AND FRANCE. By Barbara N. Armstrong. Princeton University Press, Prince 
ton, N. J., 1939. 265 pages. $3.00. With vigorous and precise strokes, Mrs. Armstrong 
outlines the work done by the first three nations to attempt planned medical care for 
the lower ranks in the economic scale. A complete picture is presented of the activities of 
the health insurance doctor—his average income, his precise fees for service, what free 
drugs he may prescribe, what state control is imposed upon him, what his responsibility 
is in the administration of relief and the prevention of malingering, and what the doctor 
himself thinks of the plan. 


WANTED: A JOB! American Council on Education, Washington, D. C., 1940. 20 
pages. A statement of personal characteristics essential for job success, prepared by 4 
conference of business and industrial personnel officers under the auspices of the Com- 
mittee on Occupational Training and Vocational Adjustment of the American Council 
on Education. Addressed to undergraduate students. 


PUBLIC CONTROL OF BUSINESS. By Harlan Fiske Stone. Howell, Soskin & 
Company, New York, 1940. 324 pages. $3.50. The new relationships of law and industry 
in the selected opinions of the United States Supreme Court Justice, Harlan Fiske Stone. 
Edited by Alfred Lief, the volume covers such topics as competition and monopoly, em- 
ployer obligations to labor, minimum wages, company unions, social security, public 
utility ratemaking, etc. 











